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THE WHITE HOUSE 

WASHINGTON 

March 3, 1975 

JIM CANNON 

~LEEp;r;: · 

Sharing ~. ontinental Shelf (OC 
Revenue~:e: S~~tes 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

Enclosed at Tab A is a copy of our February 21, 1975 memorandum to 
the President on this subject. 

We were notified by Jerry Jones that the President selected alternative 1 
(page 6 ). 

Enclosed at Tab B is a copy of a memorandum we have sent to Secretary 
Morton asking that a decision paper be developed to permit selection of 
the best alternative for sharing revenues. 

cc: 
& 'r h 'i;)""H..t fAr~ .1 
Jim Cavanaugh · · 
Mike Duval 
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MEMORANDUM FOR 

FROM: 

SUBJECT: 

ACTION 

THE WHITE HOUSE. 

WASHINGTON 

February 21, 197 5 

THE PRESIDENT 

JIM CAVANAUGH 

Sharing Outer Continental Shelf (OCS) Revenue 
with States 

Secretary Morton's memorandum at Tab A proposes sharing a portion of 
OCS revenues with all states (with extra payments to coastal states) -
thus changing the current Administration position on this issue. Your 
advisers are divided as to the merits of this and other proposals for 
sharing OCS revenues. 

This memorandum (a) reviews the current opposition to the Administration's 
accelerated OCS leasing program, (b) summarizes our current respo.!lse to 
critics and opponents, (c) reviews the arguments for and against OCS 
revenue sharing proposals, and (d) presents for your decision the issues of 
whether and when there should be a change in position. 

Current Situation · 

Issues Raised by Opposition. Briefly, the principal issues being 
raised by opponents of the Administration plans to accelerate OCS 
development involve (a) adequacy of government knowledge of the 
oil and gas resources being leased, (b) environmental impact, 
(c) liability for damages from spills, (d) fiscal burden of providing 
public facilities- -roads, schools, hospitals, etc. --in onshore areas 
impacted by offshore development, (e) state and local government 
participation in the decision process, and (f) lack of development 
planning information that can be fit into local planning prpcesses. . ' -. . 

Response. The Administration's response has been that: (a) know
ledge of the resources is adequate to assure a fair return to the 
government, (b) no decision to hold a lease sale in a particular 
area will be made until enviromnental studies are completed and 
acceptability of environm.ental risk determined, (c) a comprehen
sive oil spill liability bill will be proposed (about April 1, 1975), 
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(d) existing Federal programs can assist in mitigating local fiscal 
burden, (e) state and local governments and the public will be kept 

·informed and have opportunity to comment on leasing plans, and 
(f) additional planning assistance for coastal states ·with potential 
offshore development is being provided through the coastal zone 
management grant program. 

Confrontation. A decision by the Supreme Court favorable to the 
Federal government in the U.S. vs. Maine case involving ownership 
of the seabeds is expected in t~e spring. Other points of confronta
tion include (a) challenges during public hearings on Interior's draft 
impact statement and court suits under NEPA, (b) planned use of 

. the Coastal Zone Management Act to force the Federal government 
to get coastal state approval of leasing plans,· and (c) numerous ,···,....\··;··:?:;·"" 
bills which would require sharing of OCS revenue with coastal /'F r....;,-\ 
states, expand the Federal government role -- ranging from f:;i "~\; 
Federally funded exploratory drilling before leasing to a Feder~i:;. :.,j 
oil and gas development corporation, and delay leasing until '<!_ / .... _ 
coastal zone planning is completed. . 

Current Position on Sharing of OCS Revenue. The Administration 
has opposed sharing OCS revenue with coastal states on grounds 
that (a) OCS resources belong to all the Nation and revenues should 
benefit all citizens, (b) OCS revenues shared with coastal states 
would have to be replaced in the Federal Treasury through 
additional taxes or result in greater deficits, and (c) onshore 
development fro1n offshore activities will provide a tax base to 
permit raising revenue at the State or local level to finance public 
facilities. Following the news stories on February 7 that the . 
Interior Department was reconsidering its opposition to sharing of 
OCS revenues, you approved reiteration of the Administration's 
position but asked for a reevaluation of the revenue sharing idea. 

Principal Revenue Sharing Alternatives (including Rog Morton's) 

All your advisers agree that, should you decide to propose revenue sharing, 
additional work is needed to select and develop the best approach. Three 
principal alternatives for sharing OCS revenues have emerged and there 
are others which need further analysis: · 

1. Share a portion of OCS revenues with those coastal states affected 
by OCS develop1nent. For example, a comprehensive OCS bill 
sponsored by Senator Jackson which passed the Senate last September 
called for deposit of 10% of Federal OCS revenues or 40¢ per barrel 
(whichever is greater) in a coastal state fund for use as grants for 
anticipated or actual economic, social and enviromnental impacts, 
including public facilities and services. 
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Those -favoring this alternative argue that it (a) links payments 
to potential need or impact, and (b) provides incentives for a 
State to look more favorably upon development off its coast. 

Arguments against it are that it (a) runs counter to the principle 
that OCS resources belong to all the Nation, (b) it is difficult to 
determine which states are or will be impacted so that sharing 
is fair, and (c) provides no incentive for inland states to support 
OCS lea·sing. . 

2. Earmark 37 1/2% of all OCS revenues for sharing with all States 
through General Revenue Sharing. (37 1/2% of revenues -- or about 
$50 million annually over the past five years --is now given to 
states under current law. The same percentage applied to OCS 
revenues would involve several billion dollars.) 

Principal arguments for this are that it (a) carries out the 
principle that OCS resources belong to all the Nation, (b) provides 
an incentive for all states to encourage OCS development, (c) 
provides a potential alternative to head off sharing only with 
coastal states, and (d) strengthens general revenue sharing, if 
revenues are significant. 

Arguments against are that it (a) provides no special incentive 
to coastal states to reduce opposition to development off their 
coasts since all share, (b) complicates general revenue sharing 
if payments vary widely from year to year, (c) greatly exceeds 
needs related to energy development, and (d) probably does not 
reduce potential for litigation. 

3. Provide a bonus of So/a of the value of all oil production (i.e. , a 
ro alt ) to the coastal state throu h which the oil flo\vs ashore, and 
then earmark the difference between this share and 37 1 2 /o of all 
OCS revenue for distribution to all states on a per capita basis. 
(Rog Morton's proposal) 

Arguments made for this approach are that it (a} compensates for 
impact in coastal states, (b) provides a financial incentive for a 
coastal state to have oil come a shore in its state and locate refinery 
there, (c) reduces opposition to offshore development, (d) provides 
all states a visible incentive to favor OCS development, and (e) 
strengthens general revenue sharing if revenues are significant. 

Arguments against it are that (a) variability in revenues could 
complicate general revenue sharing, (b) greatly exceeds needs 
related to energy development, and (c) probably does not reduce 
potential for litigation. 
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Issue: Do you wish to change your position on OCS revenue sharing? 

The issue for your consideration is whether you want to propose at this 
time a change in current Administration position against sharing OCS 
revenue. Considerations bearing on this issue are: 

1. Effectiveness in reducing opposition to OCS development. Those 
favoring some form of OCS revenue sharing believe that it would be 
a critical factor in reducing opposition to OCS development. It would 
{a) compen·sate for onshore public facility and service requirements 
and, {b) to the extent funding exceeds needs, provide an added 
incentive for supporting OCS development. Some opponents of OCS 
development --principally at the state government level --are 

·calling for sharing revenues. 

·Others argue that {a) sharing funds addresses only one of the five 
major issues raised by opponents of OCS development {noted on page 1), 
and {b) the added revenue may be attractive to state and some local 
elected officials but many who will litigate against leasing and 
development will not be influenced {e. g., those at local rather than 
state level and those concerned about environmental impact or 
changes in a locality's economic structure and way of life). 

2. Relationship of funds to needs resulting from OCS development. The 
principal funding needs identified by those favoring new funding are 
(a) public facilities --(e. g., schools, hospitals, roads)-- and services 
which must be provided before there is an expanded tax base, and (b) 
potential economic or environmental impact from a spill --which the 
Administration would cover under its proposed liability statute. A 
survey now underway indicates that there may be short term "front 
end" money problems for rural areas should they experience OCS 
development impact, but that this should not be a serious _problem in 
other areas. The su.rvey also shows that the "front end" money 

· problem may be more serious in sparsely populated areas in the 
Northern Great Plains and Southwest that are faced with coal or oil 
shale development. 

Those opposing sharing of OCS revenue point out that most any 
alternative would provide funds greatly exceeding needs relating to 
offshore development. A preliminary OMB analysis indicates a 
maximum short term "fiscal burden" of $200 million over ten years. 
Sharing OCS revenue would involve several billion dollars and would 
be a long term answer to a short term problem. Revenue sharing 
would provide funding far ahead of actual needs which would not 
occur for another 2-10 years. 

3. Alternative sources of funds. Two principal sources are: 

a. Taxation of onshore facilities and operations. Generally, the 
expanded economic base resulting from onshore development 
-- which tends to be capital rather than em.ployee intensive -
should provide revenue sources more than offsetting State and 

' \ 
'' .. ) 
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local govermnent costs. Two states {Texas and Louisiana) 
indicate that tax income has not exceeded costs but those states 
do not tax corporations (largely because of revenue from oil 
and gas development within the 3-mile limit). 

b. Other Federal progra1ns. Existing Federal progra.ms should be 
adequate to meet most needs for Federal assistance; e. g., 
planning grants, rural development program loan guarantees, 
loans and grants. OMB points out that the 1976 budget includes 
103 programs budgeted at $43 billion that can be applied toward 
meeting some energy induced impact. If state and existing 
Federal assistance leave a residual need, a new Federal response 
targeted to the specific need should be considered. 

4. Federal budget impact. Opponents of earma1·king OCS revenue for 
sharing po.int out that it would add to the Federal budget deficit and 
to the uncontrollable share of the budget. Others argue that the 
level of revenue expected from OCS leasing will not materialize 
unless some way is found to overcome opposition. Opponents also 
argue that a move to share OCS revenue now could result in a 
Congressional decision to require retroactive payments from OCS 
revenues collected since 1953 or encourage earmarking of other 
revenues. 

5. Potential variability in OCS revenues. Interior estimates that bonuses 
paid when leases are sold and royalties paid when oil is produced will, 
together, result in Federal revenues in the range of $4 to $12 billion 
in each of the next five years-- if the previously announced schedule 
is maintained and there are not significant changes in emphasis on 
royalties vs. bonuses. Interior is considering the possibility of 
increasing royalties from the current 16 2/3% to 40% as a m.eans to 

· reduce front-end costs and encourage exploration. If this were done, 
bonus revenues would drop by 55o/a --resulting in halving the total OCS 
revenues expected in near term years and increasing them in later 
years as oil is produced and royalties paid. QCS revenues have 
fluctuated widely over the past few years: 

Est. 
F.Y. 68 69 70 71 72 73 74 75 76 

$B 1. 0 0. 4 0. 2 1.1 0. 3 4. 0 6. 7 2. 7 8. 0 

Revenues are increasingly difficult to predict as much greater acreage 
is offered and leasing moves to areas that are less well known 
geologically. Variability in revenue available for sharing would make 
State and local planning difficult. However, variability could be 
reduced by an arrangement to deposit the earm.arked share in a fund-
with payments to states set at a fixed annual level low enough to 
permit offsetting low and high revenue years. 

.,. 

.. · 
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6. Incentive for siting energy facilities. Those favoring sharing of 
revenues with states point out that formulas could be designed to 
provide a financial incentive for prompt siting of refineries and 
granting pipeline rights -of-way. 

7. Potential for Congressional action. An important and potentially 
controlling consideration is the prospect for Congressional action 
to require sharing OCS revenue. The Senate Interior Committee 
will open hearings in mid-March on OCS bills, including Senator 
Jackson's comprehensive bill w·hich passed the Senate last year by 
a vote of 64-23. The House Interior Committee ·has not yet · 
scheduled hearings on the subject but is expected to do so shortly. 
The Congressional Relations staff believes the chances are better 
than even that the Congress will pass a bill this year requiring 
sharing of revenues -- at least ~ith coastal states. 

Alternatives, Recommendations and Decision: 

Morton, 
Zarb, 
Shnon, 
Seidman, 
Frieder sdorf 

Lynn, 
Greenspan, 
Buchen, 
Cavanaugh 

1. Decide now to propose sharing of revenue. Begin 
concentrated effort to identify and develop the best 
alternative sharing approach (say by Aprill). Seek to 
arrange some quid pro quo before signalling a change 
in position. (There would be high risk that the change 
in position will become known publicly.) 

2. Maintain current position. Reiterate opposition to 
sharing of OCS revenues and act to communicate 
arguments against sharing. Indicate willingness to 
consider targeted assistance (including a new program) 
to meet actual needs for assistance that cannot be met 
reasonably from other sources. Consider proposing 
sharing of revenue only if it becomes clear that Congress 
will act to require sharing and a veto override appears 
likely or, in the longer run, a quid pro quo is identified 
that justifies sharing revenue. (OMB and Domestic 
Council staff work quietly with Interior and Treasury to 
identify and develop alternatives that might be proposed 
in this case. ) 
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United States Department of the Interior 

Hemorandum 

OFFICE OF THE SECRETARY 
WASHINGTOX, D.C. 20240 

Tb: The President 

Subject: OCS Revenue Sharing 

We have embarked upon an accelerated leasing program on the Outer 
Continental Shelf to open up frontier oil and gas prospects and 
provide a badly needed supplement to domestic onshore production. 
The policy poses a dilemma in that its benefits--increased availa
bility of secure oil and gas supplies--would accrue to the entire 
nation while the potential costs of development--oil spills and 
onshore demands for land, public facilities and public services--· 
would be faced by the coastal States off whose shores the drilling 
and production actually take place. 

These States are understandably troubled by the prospect of 
accelerated OCS leasing and development. In response to these 
concerns, I propose the follm'l'ing actions: 

maintain our commi bnent to enactment of the "Comprehensive 
Oil Pollution Liability and Compensation Act," currently 
being drafted by CEQ; 

continue to provide funds through the Coastal Zone 
Hanagement Act for planning to mitigate onshore impacts; 

allocate 5 percent of the value of all OCS oil production 
to States on the basis of barrels of oil brought ashore; 

allocate 37.5 percent of all OCS revenues (including the 
bonus revenues and the federal royalty which is currently 
16.67 percent of all production), less the special 
coastal State allotment, to all the States on the basis 
of population and with no strings attached. 

Danger of oil spills is one of the environmental risks associated 
with OCS development. ~ne liability legislation addresses the 
problem in terms of consolidating the mechanism for assessing damage 
claims against polluters and promptly compensating injured parties. 

Save Energy and You Serve America! 

i 
I 
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Funds provided under the Coastal Zone ~lanagement Act are available . 
to all coastal States potentially affected by OCS development and 
are available early enough to facilitate necessary land use planni:ng. 

Sharing a portion of OCS revenues with all the States emphasizes 
the p.oint t~at the r_ights to OCS oil and gas are a national asset 
and provides all States with a visible financial stake in prompt 
OCS development. The 37.5 percent figure has standing in that it 
is used for sharing revenues Hith the States from on.shore leasing 
of mineral :r:ights· on Federal lands. · 

Sharing royalties \'lith coastal States on the basis of barrels of 
OCS o"il brought onshore focuses Federal assistance for onshore 
impacts at ·the time and place of their most likely occurrence. 

2 

All these actions, along with consultation with the States throughout 
the leasing and lease monitoring process, would provide a comprehensive 
response to the understandable· concerns of the States. It is a 
balanced approach that builds from existing methods for dealing with 
the risk of oil spills and increased need for land use planning, 
recognizes the national character of ocs oil and .gas resources, and 
provides for the potential onshore impacts that ·coastal States will 
face if \V'e proceed \'lith the accelerated leasing pr_ogram. 

I understand fully any misgivings you may have about taking actions 
that could further increase Fe.deral deficits. However~ the proposed 
efforts are an integral component of the overall task we face in · 
getting the accele.rated OCS leasing program going. Failure to 
respo.nd to. State concerns and gain their co.operation implies a 
postponement of Federal revenues and needed domestic ene.rgy supplies 
that far outstrips the cost of what I have proposed. 

6~ sZ:: of the I:::r 
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AD?·lHHSTRA'riVELY/CONFIDENTIAL . 

THE WHITE HOUSE 

WASHINGTON 

February 28, 1975 

MEHORANDUM FOR: HONORABLE ROGERS C.B. HORTON 

THROUGH: JIM CAVANAUGH>~ 
FR0~1: MIKE DUVAL v 
SUBJECT: OCS REVENUE sa~RING 

The President has revimved this matter and decided that 
a concerted effort should be undertaken to develop the 
various alternatives so that a decision can be made on 
OCS revenue sharing. 

Please develop a decision paper for the President in 
coordination with Treasury and other appropriate members · 
of the ERC. I suggest we aim for a completed paper by 
March 10 which will give the Pr~sident sufficient time 
to consider this prior to the Harch 17 Senate hearings. 

Thanks. Let us know if we can help. 

cc: Honorable William Simon 
Honorable James Lynn 
Honorable Frank Zarb 

bee: Jerry Jones 
Bill Seidman 
Alan Greenspan 



0 !\-!arch 12, 197S 
Bill B~roody 
Phil Buchen 

F<Y~ AC"".l.I';)J·: ~- / 
\J,..hn Cannon 
Jack Marsh 
Bill Seidman 
A tan Greenspan 
Max Friedersdorf 

.F'ROl\~ THE S'i' FP S:SCREI'l:.RY 

DUE: Dco.L:: Thu1·sday, March 131 1975 
-----------------
SUBJEC'l•: 

ACTlON REQUEBTI:D: 

LOG NO.: 

8:00p.m. 

c.;c (for • '1-£o.:r:1a.::on) : 

T1r .. -g~ : 10:003.. In. 

---For Necessary Act!on J_ For Yov1: Reco:nm~rt-.io.B.o.:-.s 

p,.,:L...,,,.,.~ r.,,tl.,...,.:tn nn,-1 R.,.~A~ 
~ -

XF·:..r C £ -- ___ or ... our ommen.s __ Dro.ft Rcma..rks 

We apologize for the short time return requested but 
as you vdll note the President 1 s decisios.1. is need~d by 
tomorrow in order for HEW to prepare testimony and 
draft legislation. Unfortu.'l1.ately, we received the 
memorandun1 at 8:00 p.m., :March 12 . 

Than).< you. 

Jeny H. Jones 
Staff Secretary 

r--
J 



.. OFFICE Ur MANr-.'-:JI::.rVJt..~l F\l ~D Lllllu•.l 
... , tt7' 

WASHINGTON. D.C. 20503 
DECISION 

MAR 1 Z 1975 

MEHORANDU.t>1 FOR THE PRES I DENT 

SUBJECT: HEW Support for Training of Biomedical 
and Behavioral Researchers 

In the at _ac:h~C. met:~orc..nd~: '"l'.ct~· '"'hment A) , Secretary 
Weinberger appeals your 1976 Budget decisions on Federal 
subsidies for training biomedical and behavioral 
researchers. The 1976 Budget called for: 

in 1975, no new predoctoral support programs 
and a limit on institutional training grants-
as opposed to individual fellot-Tships--to 
"instances in which there is a need to create 
training environments that do not currently 
exist"; and 

in 1C}7fi~ Rnppo-r-t- l·imi-t-~n +-n 1: 1()() ;nrj;~r;r!n;::;l 

postdoC'·t:oral fellowships, and no ne';·l predoc
toral support or institutional training grants. 

HE\'l needs your decisions by Thursday, March 13, in order to 
draft legislation and prepare testimony for Senate hearings 
on March 17. 

Background. The appropriations authorization for HEN pro
grams that subsidize the training of biomedical and behav
ioral researchers expires June 30, 1975. This legislation 
v!as the response of Congress to the Administration 1 s pro
posal in 1974 to eliminate completely all HE\'l support for 
training researchers. 

The 1974 budget decision was based on the still valid 
concerns o f: 

the inequity of providing substantial Federal 
subsidies ($200 million annually) for students 
in the life sciences, but not in other fields; 



the apparent surplus of qualified researchers 
as shown by increasin g numbers of "approved 
but unfunded 11 research proposals; 

the absence of specific programming objectives 
for training in relation to rese~rch needs~ 
and 

the existence of general predoctoral student 
support programs in the Office of Education. 

2 

~il_ other agencies have gQtten out of t he s upport f or 
training researchers, HEW has not. Attachment B contains 
a more detailed staff paper on this issue . 

The 1976 Budget limit of 1,100 new fellowships was selected 
because it brings the number of trainees roughly in line 
with the number of new researchers supported annually on 
research grants. Individual fellowship support tvas chosen 
as consistent with the Administration's general higher .edu
cation policy of concentrating support on students, with 
tuition to reflect institutional training costs. Moreover, 
postdoctoral support does not further increase the already 
excess supply of researchers. This approach also avoids 
institutions' becominq as directly dependent on Federal 
funJs fo r faculty salaries . 

OJ2tions: Ne see three options : 

-- Option 1: Reaffirm the 1976 Budget decision--no 
new predoctoral training support in 1975 and 1976, 1,100 
indiv idual postdoctoral fellowships in 1976 and no institu
tional training grants . 

9ption 2: Fund training progroms on the same basis 
as in prior years in both 1975 and 1976--HEW \vill determine 
levels of predoctoral and postdoctoral support and the ex
tent to \llhich institutional training grants are employed. 

-- O~tion 3: Fund training programs on the same basis 
as in pr1or years in 1975 only . For 1976, limit Federal 
support to the 1,100 individual postdoctoral fellowships • 

.. 



Considerations: We believe the following considerations 
bear upon your decision: 

for 1975, Congress has apparently rejected 
your $32 million rescission proposal which 
reflected no new predoctoral support and 
limiting institutional training grants,and 
the appropriations will have to be spent; 

Secretary Heinberger's memorandum indicates 
his desire to use predoctoral support and 
institutional training grants as "excellent 
mechanisms for having an influence ovar the 
flow of researchers into priority areas.'' 
The 1,100 postdoctoral awards limit "prevents 
me from managing our training efforts in the 
most efficient manner" and" . •. it is totally 
unrealistic to expect Congress to accept this 
restrictive approachn; 

in the past, HEW ' s "shortage specialties" 
have been practically th~ same as before the 
shortage concept \-Tas introduced . This re
flects lack of agreement on.a meaningful con-
"",.....~ ,....,.f= "-\...- ..... .$----~ .... _....,...:s --1:'- -- -""'•'-"- '-'"""'~,_¥ I '""".&.~\,4 

the supply of Ph.D. life scientists is grmving 
at an unprecedented rate . The Labor Department 
has tentatively forecast a surplus of Ph.D.'s 
in the life sciences for the 1976 - 1980 period 
ranging from 15% to 25% . 

Recom.-·nenda tion: \'le recorrunend that you approve Option 3, 
largely reflecting: 

a desire to cooperate, in light of the re
jection by Congress of the Administratio~ ' s 
rescission proposals affecting support of 
research training; 

the program merits , i . e . , the considerations 
of equity and supply, underlying the 1976 
budget are still valid; and 

submission of an Administration bill for 
1976 may force a discussion in Congress of 
the issue on the substantive program merits 
and equity considerations. 

3 
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Decision: 

I I Option 1: Reaffirm the training decisions 
announced in the 1976 Budget. 

I I Option 2: Allow HEH discretion in 1975 and 
1976 within the final appropria
tion levels (HEW request) . 

I )<: I Option 3: 

.1-.ttachments 

Allmv Hm·1 discretion \lli thin the 
1975 ap?ro > iation level. In 
1976, reaffirm the training de
cision to limit support of 1,100 
postdoctoral fe1lm.;ships (OHB 
recommendation) . 

I} t: /fl < ,Y 

e---e~ I /jf---

L-.:James T. Lynn V 
1 D' t. ' 1.rec or 

4 

·-



Attachment_ A 

THE SECRETARY OF HEALTH, EDUCATION, At40 WCLrAI?E 

WASHINGTON,D. C.20201 

MAR 51975 

1'1ENORt.iliDUN FOR THE PRESIDENT 

The Department of Health, Education and l~elfare's biomedical and 
behavioral research training programs are authorized by The National 
Research Service At·7ard Act. This Act, ".;rhich Has enacted in July 1974, 
authorizes appropriations in only FY 1975 for pre- and post-doctoral 
fellO'i.;rships and institutional at.;rards. Consequently, the Department 
will be requesting an extensio~ of the appropriation authorization for 
FY 1976 and beyond. Hr. Ash's legislative directive to the Department 
specified- that ue seek amendments in this Act to support only post
doctoral ~esearch fellows through national competition. This legislat ive 
directive was consistent with current F'l 1975 budget policy to eliminate 
pre-doctoral fellowships and to limit new· institutional a~.;ards, and ....rith 
the FY 1976 budget proposal of making ne-.:• awards only for 1100 post
doctoral fellmvs~ 

Hhile I agree that 1ve should restrict the Federal effort in research 
training, the Ol-fB directive seriously damages the Department's ability 
to manage the programs efficiently and to assure the necessary number 
of qualified biomedical and behavioral researchers. Over the last few 
years, I have been restructuring the Department's research training 
support. The Department, particularly through the National Institutes 
of Health, has emphasized post-doctoral fello~-Tships and increasingly 
has targeted institutional awards and pre-doctoral fellm.;ships in those 
research areas in short supply. 

This redirection "-las in response to our perception of chaneing research 
manpo>·Ter needs. In the 1960 1 s the rapid groHth in research grants 
necessitated substantial and wide-spread institutional research training 
development a~-rards. Hhile an insufficient total number of researchers 
is no longer the problem, we believe some institutional a~-1ards are 
still needed to develop research training capacity in n,e~.J and very 
prom~s~ng research areas and in areas of chronic short supply of 
qualified researchers such as e?idemiology, genetics and nutritional 
science. These are crucial areas for a comprehensive Federal research 
effort. Hm.;ever, as they are less attractive to young researchers .and 
training institutions, special Federal institutional a~·7ards are uarranted. 
1.ike-.:-7ise , ve believe that pre-doctoral training support is an import<mt 
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component of the total research training program. Since the Alcohol~ 
nrus Abuse a.:d }!ental Health Administrati0n supports pre-doctoral 
fellmvs for their thesis research, such support provides an excellent 
mcc.:hanism for paving an influence over the flm-1 of researchers into 
priority areas. 

Institutional a~vards and pre-doctoral fello>·Tships should be directed 
only for those research areas for ,.;hich it can be sh.c-.;m that additional 
training capacity is needed. Post-doctoral fellm·7Ships should not be 
so restricted. They should be aHarded on merit through national co:n-
P 'LL.. ' pri __ ity gh to s crta <- c..reas . On this latter point 
·He have no disagreement with the OMB guid2.nce in any respect. 

1-fi·tile l7e have no argument in general '\·lith 01-ffi' s objective to restrict 
substanti2.lly pre-doctoral training and institutional awards~ their 
request that ;-Te submit to Congress legislative amendments that '\-JOuld 
limit research training mvards only to post-doctoral fellowships and 
the related b"udget decision to restrict ne\·7 atvards in FY 1976 to post
doctoral fello~.;s prevents me from managing our training efforts in the 
most efficient r..anner. In addition, it is totally unrealistic· to expect 
the Congress to accept this restrictive approach. Accordingly, Ire
quest that you permit the Department to submit amendments that allow 
institutional a~-1ards and pre~doctoral fello~vships limited to those 
~=ic~tifi.:: ~=~~~ i:! ~;!;.~'='~ eY-i.sting t~=in~.!'.g ~ar~.,....:ft-y 5 C! ~t1hc:r~nt-:i ~ ll~ 

inadequate and in which ue cannot expect rapid improvement '\vithout 
Federal support. 

Both the legislative and appropriations com1nittee in Congress have in
dicated continuously their intent to oaintain such funding. If we do 
not present a realistic position, we are unlikely to make progress 
tmvard agreed objectives. The Senate Subcom.rnittee en Health has invited 
us to testify on Harch 11 as to our position on the extension of this 
legislation. I believe my approach represents a method of constraining 
the Federal role and Federal training expenditures. · 

Finally, I request that as a result of this legislative decision the 
Department be permitted to allocate the FY 1976 budget bet"tveen the various 
research training progr2.ms in order to assure the most effici~nt use o£ 
Federal dollars. I emphasize that no additional funds are being requested • 

. , 
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Departr~'.ell t o... Ileal th, education, and \·~elf2.re 

§ubject: Biomedical and Behavioral Research Traj ning · 

Backc;round. In the 1974 Budget, the J.dirinistration pro
p~d to· p·hase out Federal support for the training of 
biomedical and behavioral researchers by the National 
·rnsti tutes of Health (NIH) and the Alcohol, Drug Abuse, 
and Hen tal Health Ad.rninj strai::.ion (l',.DA.HHA) • This decision 
was based on several considerations, including: 

the inequ~ty of providing Federal su~2idics 
for stud~~ ts i the bic~cd.cal or beh~;ioral 
sci~nces while graduate students in other 
fields do not benefit from special Federal 
support; 

the lack of programming objectives for training , 
e . g ., need or 11 shortages 11 in rE:lation to research 
plans ; 

the inappropriateness of federally subsidizing 
medical clinical specialty training which 
increases personal income potential of physician 
specialists. \\rhen the F'P.deral priority is on pt'i_ 
r,wry care ; 

the apparently adequate supply of research 
scientists as shown by the continuing surplus 
o f "approved , but unfunded .. research proposals; 
and 

the existence of general graduate student support 
programs in the Office of Education . 

, 

Training programs were begun in 1947 , but expanded sharply in 
the 1960s . Because of their large institutional support cora
ponents, they are considered vi tc.l by n~ost research insti tu
tions and medical schools. Since 1967 , ~IH and ADAMHA 
research training support has averaged about $200 million 
annually. Support is made to the pre- nnd post- Ph . D and M.D . 
levels in all fields- -life sciencesr physical sciences , 
social sciences and the arts and the hlu:anities . Generally r 
it is concentrated in life sciences disciplines and takes 
the for_m of institutional grants or individual fellowships . 

Congress responded to the Administration proposal by 
introducing specific mandatory authorizing legislation 
f o r the research training program·s . Os ·-e>;sibly, in an 

. 
.! 



attempt to "head off" the l cg islntion, HE\v initiated a ne\v 
more limited program of postdoctoral iDdividunl fellowships 
in designated ''shortage" St;ccialtics . The selection of 
individual postdoctoral support \·las based on the existe~ce 
of other sources of predoc toral student suppor:t and the 
lower at:tri tion rate of students froru research car~ers, 
once they have made a career commitment signified by a 
doctorate. Individual sup~o~t is consistent with the 
l1.dministration ' s higher education policy of concentrating 
support on students; it costs less than institutional awards; 
<?-riC: it. r.·~intains srcater Fcc:::=r:.l -le ~-b~ 1: ty r sin "'- · nstit\:
tions do not become dependent on these funds directly for 
faculty sa aries. 

Congress was , however, not deterred by the new fellowship 
progril!n and enacted the "Nationetl Research Service A\•Iard . 
Act," \·:hich ,,ras approved on Jt ly 12 , 197 t! . It authorized 
pre- and postdoctor2l individual and instituti6nal support 
for 1975 only and added a nu~ilier of program reforms such 
as a ' three-year limit on support and a service or payback 
requirement . The P.ct also limited the a'·:ard o f training 
gJ:ants or fello\.·7ships 2fter July 1, 197 5 , to s pecialty 
fields oesignated ~s "in m~ed of training" by the Vatio'na1 
Acaderr:y of Science according to a required study of the 
rcseu.J:ch manlJO\·;er si tuc:. tion . · 

Key Facts. The 1976 Budget proposes to limit support in 
1975 to postdoctoral fe1lov:ships , i . e. , no more predoctoral 
training grants, and, in 1976 1 to limit the program to 1 , 100 
postdoctoral fellm·1ships as a ';national prize" p·rogram for 
the most meritorious applic nts , as determined through · 
nation-wide conpetition . In 1975 , Congress added $32 million 
in research training funds to the Administration's request . 
Although the Administration requested Congress to resc ind 
these increases , Congress has declined to do s o, thereby 
forcing the obligation of these funds . HEW was advised of 
the budget decision not to make new predoctoraJ. training 
support and to limit institutional , as opposed to individual 
fellowship awards, but Secretary Weinberger will ~pparently 
appeal the predoctoral and institutional awards decisions. 

The National Research Service Award Act expires on June 30 , 
1975 . ·The National Acaderny of Science ' s study is behind 
schedule and it will probably merely endorse the o ld programs, 
by field, as being in need of training . The 1976 legislative 
program includes a proposal to modify the legislation in 
accord ~ith the Administration ' s budget proposal for a 
nationc:l program of 1 , 100 postdo8_toral a\,;ards . 
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Curreni: Position. l~o ne\-7 arguments hav£-> b .... en <:tdvanced to 
rdtionillize the nr~cd or approp::cia tencss of Fedcr~~l research 
training support. In fact, recent datD about the research 
scientist supply indicate that the supply of biomedical 
res archers is growing signific~ntly, desp1te the decline 
in NII• support from $171 million in 1969 to $152 million in 
1974. While graduate enrollments in the sciences ana 
engineering have declined in total from 1971 to 1973, 
gr~duate enrollment in the life sciences has increased and 
i projcct8d to increasa at a faster re•e in 1974. ThP 
attached table shm·JS some of the relevant indicators . 

At a review of Federal research and development programs 
for the 1976 budget, the Science Advisor acknowledged the 
budgetary pressures for research funding that ure created 
by subsidizing the growth in the supply of scient.ists. H~ 
also considered it appropriate to reassess the need for 
further Federal research training subsidies in view of the 
appa~cntly ample supply of researchers in the life and social 
sciences . 

In the near future, HEW will be presenting legislation to 
extend and modify expiring research tra~ning lp.Hs and pos
sibly a budgetary proposal to re2llocate the increased 1975 
funds for insti tutj onal and pr~doctora 1 ~L.pport.. Jn vi t->vJ 

of the already severe budgetary pressures on the NIH and 
ADAMHA research budgets; and the prcmisi&g picture of the 
supply of researchers, the effect of perpetu&ting such 
subsidies would be to increase the supplr of researchers 
further and thereby make the future problem worse or to . 
supplant private expenditures by indivi6:uul students \.Vith 
Federal subsidies . 

Attachment 
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Indicators of the Supply of F.esearch Scientists 

1969 1970 .1971 1972 1973 19 --- -- -- --
·~J . S. !•1edical School Graduates 8,059 8,367 8,97 4 9,551 10,391 11,5 

Ph . :::'s Granted in Sciences 

All Sciences 15,993 17,822 19,005 19,035 18,938 N; 
Life Sciences 4,116 4,564 5,051 4,984 5,068 N; 

:,;·u!tl;cr of Biomedical Scientists 58,800 62,300 66,80 0 75,661 79,800 Nl 

l•:e:dical School F.:.culty Salaries: 

Clinic~L1 Dc pa:rtments: 

P::o.Ee.ssor N/A N/Jl. $33,500 $35,200 $36/900 $391 • 
Associate Professor 27,50 0 29,100 30,500 32, 
l;.s::; :..stan t Professor 23,10 0 24,900 26,000 26 , 
.n.verage, all ranks 27/30 0 29,100 30,300 32, 

Nonclinica1 Depa~tr.1ents: 

Professor 23/600 24,400 25,700 28 , 
.i'.ssociate Professor 19,000 19,500 20,400 22, 
.~.ssistant Professor. 15,500 16,000 16,500 17, 
l\verage, all ranks 19,10 0 19,600 20,300 23, 

!~A-pproved NIH Research 

Grants 

:2unded (Percent) 6:1% l Sl.i 50't 57% · 37% 

" . ;Jnfunded (Percent) 3:~% 1 49% 50% 43% 63% 
.... .. 

. . 
·' 
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On OCS Revenue Sharing 

The President said he favors more percentage 

of the states. 

Give it to the Governors and require them 

to give it to those areas that are in need. 

The major concerns are 

Impact on the state payments among states. 



CNt.~,\RISON OF OCS lE\'E:IUE ~HARING OPTlO~S 

11 

I 

IMPACI ACJ\4 ~ 
UIPACT AID A.-:D FOR:·!UI.J\ GRANTS 

ll 
TO COASTAL S~ 

$600M 
Targeted Needs 

Prosram 
PROG~TIC CRITERIA 

Shares enough at time of need----- Yes 

Si~e of sharing in relation to need- Equal 

Triggered by actual need--------- Yes 

Assurance of receipts by impacted 
localitiea------------------------- Yea 

Subsidizes state taxpayer at expense 
o{ Federal------------- No 

Creates revenue sharing instabilities 
or sharp declines---------------- No 

STRATEGIC CRITERIA 

Coastal opposition: 

- Reduces state political 
opposition--------------------

Yes, but demand 
for sharing not 
met 

- Reduces iocal political 
opposition---------- Yea 

Reduces environmental political 
oppoai t ion------------------- Slightly 

Congressional ~pposition and riaks : 

- Risk of being increased by 
Congress----------------- Yes, at low 

cost 

-Helps avoid legialation'delayin& 
OCS development---------- Possibly 

Type of precedent for inland energy 
impact problems-------------- Desirable 

BUOCETARY CRITERIA 

Tatal proposed 11-year costa-------

Year of initial outlays--------

$0.611 

1978 

Crar.ts and 
Targeted 

Limited to 

Yes 

Equal 

Yes 

Yea 

No 

Loans 
ond 
Need 

.0% Shared in 
:•roportion to 

I~:~pacts 

(::ena tor Jackson 
5.521) 

8 timi!S 

N >t required 

No 

S·Jbstantially 

No S·were 

Yes, but demand 
for sharing not Yo:s 
lllf!t 

Yes 

Yes , at low 
cost 

Pouibly 

$0.6B 
197'11 

I 
I 

N••t necessarilY 

::. 

\es, at high 
cost 

I'D 

l'ndedrable 

~ 5.011 

1975 

10% for Impact 
Crants plus 5% 

Royalty to 
Coastal 
States 

Yea 

17 times 

No 

No 

Greatly 

Sever'e 

Yes 

Not necessarily 

No, may increase 

Yea, at high 
coat 

No 

Unde!lirable 

$1011 
1975 

IMPACT AID & 
FOR:-IUI.J\ 

- • I 
lt,t._.q~: .l 

GRANTS TO FORl'IUL', CRANT~ TO CO.\STAL 
ALL STATES~AJ.kl>TATES 

#5 ' ~ &7 

Coastal S:•te + 
Sharing with all 
States to Total 

Targeted 
Needs + 

37-l/2% of 
Royalties 

37-l/2% 
(Sec. Morton) 

Yes No 

12 times 30 times 

In part, No 
yes, largely 
no 

Yes No 

Substantially Greatly 

No Severe 

Yea Yea 

Yea Probably 00 

No, may 
Slightly increase 

Yes, at high No 
cost 

Possibly Pouibly 

Possibly Undesirable 
undesirable 

$7.111 $17.88 
19'15 1975 

Same as fJ6 
Pl:.:s $~'JOX 
nationwide 
Impao;:t Fund 

Possibly no 

30 times 

In part, 
yes, largely 
no 

Possibly 

Greatly 

Severe 

Yea 

Not 
necessarily 

No, may 
increase 

No 

Possibly 

Undesirable 

$17.85 
1975 

I 
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THE WHITE H:u::·- ~J) ~ l; 
WASHINGTON ~~ > 

March 13, 1975 ::j/v ~ 

MEETING ON OCS REVENUE SHARING~ , Itt 
Thursday, March 13, 1975 ).,.~~. -t- J 

3:30 p.m. (30 minutes) ~ '6 ~ · .,lPY 
Oval Office t J ~ 

FROM: Jim Cannon ~ 

PURPOSE 

To discuss alternatives for sharing Outer Continental Shelf (OCS) 
revenue and the position that Secretary Morton should take on this 
issue during comprehensive hearings on OCS legislation which 
begin tomorrow in the Senate Interior Committee. 

\·' 

BACKGROUND, PARTICIPANTS AND PRESS PLAN ( ~i 
A. 

\ , ... 
\·o , . 

Background: This meeting was requested by Jim Lynn and·",..._ /'; 
Rog Morton. There are three issues that warrant attention -
during the meeting: 

What substantive OCS revenue sharing proposal should 
be put forward by the Administration? 
When and by whom should it be announced? 
How should the issues be handled by Rog Morton when 
he testifies tomorrow? 

1. ·what should the Administration propose? 
Your decision on a February 21, 1975 memorandum on this 
subject from Jim Cavanaugh (Tab I A) indicated that (a) the 
Administration position of opposition to sharing of revenue 
should be changed, (b) that the best alternative be identified 
and developed by about April l, and (c) a quid pro quo should 
be sought before signalling a change in position. 

Secretary Morton's staff has explored a series of alternative 
proposals (Tab I C). Jim Lynn's staff has also done a study 
of the issue covering seven wide ranging alternatives (Tab I B). 
Jim Lynn's memo at Tab I summarizes the complex alterna
tives and requests your decision. The alternatives range 

. from targeted categorical grants and loans (costing $200 to 
$600 million over 10 years) to sharing of 37 1/2% of all OCS 
revenues (amounting to about $18 billion). 
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I do not believe that adequate work has been done to permit 
selection o£ a specific revenue sharing proposal. I 
recommend that you use the meeting to discuss, and 
perhaps describe, general principles which would help 
guide the development of a specific proposal. For example: 

Should the Administration try to limit assistance to a 
categorical grant or loan program for public facilities 
onshore that are required because of OCS development 
(strongly favored by Lynn)? 
Should payn1.ents instead be genuine sharing of OCS 
revenues with coastal states (by formula and non
necessarily related to impact? 
Should sharing also extend to inland states -- and be 
used to strengthen general revenue sharing? 

2. Who should announce decision and when? 
I believe a change in position on the OCS revenue sharing 
issue warrants Presidential announcement, with carefully 
thought-through timing. 

3. What position should Rog take in tomorrow's hearings? 
The six bills being considered are comprehensive and there 
will be plenty to cover in testimony. On the revenue sharing 
question, Rog can announce that you have directed that the 
issue be studied intensely and the current Administration 
position opposing sharing of OCS revenue is under review. 

B. Participants: 

Rog Morton, Jim Lynn, Frank Zarb, Jim Cannon and Paul 
O'Neill. Staff: Mike Duval 

C. Press Plan: Press Office has announced the meeting but not 
the specific subject. 

III. TALKING POINTS 

(Discussion of OMB and Interior recommendations) 

I want an opportunity to consider this more broadly, in the 
context of other energy and general revenue sharing decisions. 

When I decide on a specific proposal, I want to think through 
carefully when and how I announce it. 

I understand the Supreme Court may decide the U.S. vs. Maine 
case within the next m.onth, and certainly by the end of June. 
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Also, we are almost certain to win. vVe could have more 
political impact by announcing a sharing proposal after 
winning the case than we would by playing the chip nov;. 

Rog, in your testimony tomorrow, you should announce that 
we are reviewing our position on OCS revenue sharing, 
that I have not made a decision, and that the alternatives 
include no sharing, sharing with coastal states, and sharing 
with all states. 





EXECUTIVE OFFICE OF THE PRES!DErJT 
OFFICE OF MANAGEMENT AND BUDGET 

W f.;.S, ~I NSTON, D.C 20503 

MAR 1 2 1~75 

MEl-iO.RANDUM. TO _·;E PRESIDENT 

FROH: '-Tim ;Lynn 

• 

I . \ 

SUBJECT: Pos~jble sharing of Outer Continental Shelf 
:r_·evenues with the States 

Issue: 

. .. 

In response to Mr. Cavanaugh'c: decinion memorandum of 
February 21 (Tab A), you directed that an immediate effort 
should be undertaken to identify and develop the alterna
tives for fin?.l selection, and that an acceptable quid pro 
quo should be sought for the proposal. 

This memorandum and its att.achments (::l_) present the findin']s 
from the review of alternatives; (b) present the recommenda-
~~ --- -.J:: ----~ .. - -,.:, -·' -· --- ., I \ • -. • • .-
~~-VU,_, '-'-'- .¥'--''-'-'- Cl<.A~.L '=-'-"'' a _HU \ 0....:/ .Lt:y_•.t(·: ;~ L- yuuJ. uec.L::;J.Oll Uil -cne 
revenue sharing issue . Your early decision is requested 
because Senate Interior Committee hearings on this subject 
are scheduled for Friday , March 14 . 

Context of decision: Concern by coastal Sta~es, local offi
cials, and environmental groups abm.1t OCS development is 
based on -

l. possible environmental damages, including oil 
spills; 

2. esthetic impc:.cts, including possible disorderly 
development.; and 

3. eccnorn.ic effects , including possible i11jury to 
ex is ti.ng indus-try, anc~ the burden of providing 
additional public services. 



They are also concerned that -

4. the Government's leasing decisions are being made 
without adequate Government exploration to develop 
sufficient knowledge about the value of resources; 

5. the Government is not clearly separating decisions 
to lease from decisions to develop; 

6. the current process does not provide information 
for State or local government planning nor for 
their input into Federal and indus·try decisions 
on how to develop the OCS. They do have an input 
at the leasing stage. 

2 

'l'o address points l-3, the Administration has already pro
posed increased planning grants to States under the Coastal 
Zone Management Act and is developing a comprehensive oil 
spill liability bill. Government exploration (point 4) 
would be tremendously expensive and inefficient since the 
industry already has the necessary expertise and spreads 
the costs and risks among many companies. Interior can 
obtain industrv information. Tni·H~t-in<J ~nuPrnm~=>nt: ,nvrlror::l
tion could delay OCS dev.elopmE:mt by several· :Years: 

Interior is currently looking at points 5 and 6 at the urging 
of the CEQ and EPA. Requiring a company to prepare a devel
opment plan subsequent to leasing but prior to development, 
and then providing States, localities and environmental 
groups opportunity to influence and react to the development 
plan \vould ameliorate what now appears to be their greatest 
concern. This can be done under existing law. 

In the total context, assuming the environmental and process 
concerns are taken care of, revenue sharing may become a 
lesser issue. 

This Administration, as have past Administrations, opposed 
coastal States sharing of OCS revenues on the grounds that 

• OCS revenues belong to all of the Nation; 

• sharing OCS revenues would require compensating 
adjustments in the Federal budget; i.e. increased 
borrowing or higher taxes; 



the adverse impact (need) in any given coastal 
area bears little direct relationship to the 
revenues generated; 

• onshore development related to OCS activities 
provides increased tax base for State and local 
governments; and 

. existing Federal programs can provide financial 
assistance to States. 

3 

Additional background is set forth in Mr. Cavanaugh•s memo
randum of February 21, 1975 (Tab A). 

Summary of analysis: Against the above background we have 
analyzed several options for sharing OCS revenues with State 
and local governments. The study reports are attached at 
Tab B and C. 

!_'[.~ have deJine_9_two 11 neec1 11 levels -· _$600 H to·tal cost and 
$200 M residual need. 

Our studies indicate that the tot.al cost of providing public 
facilities related to the future development of the OCS is 
about $600 million, and these funds will be required between 
approximately 1980 and 1985. Most States and localities 
should be able to meet these costs through normal financing 
channels such as bonding, in addition to taxing OCS produc
tion that comes through their area. About $200 million is 
our maximum estimate of that portion of total facilitie~ 
cost that States and localities may not he able to finance 
without Federal assistance in the form of loans or grants. 

Need or economic impact are not the sole reasons under:lying 
proposals for sharing OCS revenues. Some believe that shar
ing of revenues with States will be an effective means of 
increasing support for OCS leasing and development. 

Our analysis of the various options are .s~muuarized in table 1. 
Their Federal costs range from $200 M to $18 B over an 11-
year period, 1975-1985. Total OCS revenues during this period 
are estimated to be $47 B but could be higher or lower. 
Several of the options would continue rel7en.ue sharing beyond 
this period. 



The options are developed from three basic approaches to 
revenue sharing: 

1. Impact aid to finance public facilities related 
to OCS development . This can be grants, loans 
o r bot}1.. 

2. Unrestricted formula grants to coastal States 
to use as they wish . 

3. Unrestricted formula grants to all of the States 
to provide an 110wnership" stake in OCS development 
and possibly mitigate adverse effects of inland 
energy development. 

4 

All three approaches provide incentive for States to support 
OCS leasing. The formula approaches provide greater incen
tive than the impact aid approach. The formula approaches 
provide minimum direct Federal role and are consistent with 
our posture on General Revenue Sharing. 

Only the impact aid approach can assure that Federal funds 
will 1:~ 3"/ail:lblc to rr.c~t ~p::::.ct::: \"lh~rc ~"-o:z· o::=t:.= ~:1:! ~:hen 

they occur, but it implies a greater degree of direct Fed
eral responsibility for financing them than do the other 
options . Impact aid outlays would not occur until about 
1978 while the formula grant outlays begin immediately . 

The unrestricted formula grants to coastal States would prob
ably be preferred by coastal State governments because o f 
the flexibility allowed,but they would remove more funds from 
Treasury than necessary to meet needs . Bonus sharing \'lOuld 
put funds in State hands sooner than most OCS development
generated needs can be identified . In new areas, production 
or royalty shares do not become available until after onshore 
investments must be made . The unrestricted formula grants 
to all States would be preferred by inland State governments, 
and may have some mitigating effect on ~acts of inland 
energy developments , but they have the same timing and Fed
e ral cost-related-to-need characteristics as formula grants 
to coastal States. It would be less acceptable to coastal 
States unless the coastal States got a special break on the 
formula. 
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Seven specific options have been identified by Interior 
and OMB and compared in the attached staff papers (Tabs B and C) . 
While various percentages for formula grants are specified 
in several of the options, any percentage could be used . The 
options are sununarized as follows~ lA/I ""'"-
ImJ?act aid <" {~ ~'"""''"'-"-~- '-</, 

Option #1: {$200 M - $600 M) For six years, $100 M per year 
of OCS revenues would be deposited in a special account. 
Fund would provide 5Q% graQt and 5~~ loan to communities 
for public facilities cos_! whenever-- bnpact occurs. Fund 
would be available for 15 years. 4 

. Option #2: ($200M- $1.1 B) 2~/o of OCS revenues would be 
deposited in a special fund for 10 years and available for 
15 years. These amounts would be allocated equally among 
the 22 coastal States but the communities would receive 
grants and loans only as needed to meet public facilities -co~ ~ t:nA- ~ ~J'" ,~·~ ~ 

Imoact aid plus formula grants to coastal States 

• Option #3: ($5 B) 1~/o of OCS revenues or $0.40 per barrel, 
whichever is greater, would be deposited in a special 
account. Funds would be granted to coastal States in pro
portion to environmental , social and eco110mic impacts of 
OCS activities with consideration also given to OCS acreage 
leased and volume of production . 

. Option #4: ($10 B) (1) 1~/o of OCS revenues would be 
granted to coastal States for impact aid, and (2) 5% of the 
value of OCS oil and gas which is brought ashore within a 
State ' s boundary would be granted as an extra incentive. 

Impact aid to coastal States plus formula grants for all States 

. QP.tion #5: ($6.8 B) 
plus (2) 37~/o of OCS 
on population for an 

(1} Same as Option #1 (impact aid), 
royalties granted to all States based 
"ownership" stake. 
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Formula grants to both coastal States and all States 

. Option #6: ($17.9 B) (1) 5% of the value of OCS production 
would be allocated to coastal States on the basis of bar
rels of oil brought ashore, and (2) 37~/o of all OCS revenues, 
less the coastal States proQ.uction-based allocation, would 
be allocated to all of the States based on population for 
an "ownership" stake . 

. Option #7: ($17.8 B) Same as Option #6 plus grants for 
nation-wide energy impact aid for OCS coal, oil shale, 
and other energy development on Federal lands. 

Congressional Attitudes 

The known congressional attitudes to date reveal a co~mittee 

jurisdiction issue with the Commerce Committeeshandling NOAA 
tending to support planning and impact aid, and Interior com
mittees tending to prefer formula distribution. 

Senator Hollings strongly opposes formula revenue sharing 
and says that "all of the signals from States themselves 
ciear J.y oppose the i:tormula gran_!:j revenue--sharing concept." 
He advocates impact aid as in his bill, S. 586, (with support 
from Kennedy, Mathias, Tunney and Williams) and says this is 
supported by a policy statement of the National Governor's 
Conference. 

Congressman Forsythe (H.R. 3637) supports im2act aid grants 
based on need to coastal States. Funds would come from the 
Treasury rather than OCS revenues. 

Senator Magnuson has orally advised that he favors impact 
aid to coastal States and opposes formulasrant revenue sharing. 

Senator Jackson (with Johnston, Metcalf and Randolph) (S. 521) 
support "comprehensive assistance in order to assure adequate 
protection of the onshore social, economic and environmen-tal 
conditions of the coastal zone.n The bill requires develop
ment of a grant formula by the Secretary of the Interior. 
Senator Johnston has orally advised that he J?.!:_efers a l~Js
lative formula to distribute funds to coastal S1:ates, plus 
returning 5% of the value of oil brought ashore to the receiv
ing State (first half of option #6). He does not support. sharing 
with c:tll States. 



Senator Stevens (S. 130) advocates formula grants (25% to 
coastal States and 25% to inland States). 

Recommendations 

Rog Morton recommends Option #6. 
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Bill Simon supports distribution of 5% of the oil and gas 
production value with those coastal States where it is 
brought ashore (the first half of option #6 only). He 
does not support that part of option #6 which allocates 
the balance of the revenues to all States. 

Frank Zarb recommends Option #2. 

Jim Lynn prefers not to establish any fund because of 
appropriation and impoundment control problems. However, 
if a fund must be established, he would recommend option #1 
or option #2 - impact aid. Can compromise upward later. 

Max Friedersdorf recommends formula sharing with coastal 
States on the basis of value of oil brought ashore plus 
.some a.:iditionctl ~'llctJ. .illg wilh l.;Ocu:>Lctl Si.etle~ only (part 
of option #6). 

Bill Seidman recommends impact aid to coastal States plus . 
some formula sharing with\ States {option #4). 

Coastal 

Alan Greenspan recommends Option #2. 

Bob White (NOAA) favors impact aid based on need not only 
for ocs development but when there is a production close
down . He prefers this be done through annual appropriations 
from general revenues. The option closest to his position 
is #3. 

Phil Buchen recommends Option # _____ • 

Jim Cannon recommends Option # _____ . 

' 
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ACTION 

' THE WHITE HOUSE 

WASHINGTON 

February 21, 1975 

ME1v10RAND UM FOR THE PRESIDENT 

FROM: JIM CAVANAUGH 

• 
SUBJECT: Sharing Outer Continental Shelf (OCS) Revenue 

with States 

Secretary Morton's memorandum at Tab A proposes sharing a portion of 
OCS revenues with all states (with extra payments to coastal states) -
thus changing the current Administration position on this issue. Your 
advisers are <iividcd as to the merits of this and other proposals for 
sharing OCS revenues. 

This memorandum (a) r-eviews the current. opposition to the Administration's 
<t~~ele ... a.tt;J OCS 1.::;.. sing program, (b} ~umm;:1rizc~ our cu.r"rcnt ::re8p~!l8e ~o 
critics and opponents, (c) review ~ the arguments for and against OCS 
revtuue sharing propos<:<.ls, and :-~ }presents. for your decision the issues of 
whether and when there should b "! change in position. 

Current Situation 

Issues Raised by Opposition. Briefly, the principal is sues being 
raised by opponents of the Administration plans to accelerate OCS 
development involve (a} adequacy of government knowledge of the 
oil and gas resources being leased, (b) environmental impact, 
(c) liability for damages from spills., (d) fiscal burden of providing 
public facilities- -roads, schools, hospitals, etc. --in onshore areas 
impacted by offshore development, (e) state and local governm.ent 
participation in the decision process, and (£) lack of development 
planning information that can be fit into local planning processes. 

Response. The Administration's response has been that: (a) know
ledge of the resources is adequate to assure a fair return to the 
government, (b) no decision to hold a lease sale in a particular 
area will be made until environmental studi_cs are completed and 
acceptability of cnvil·onrnental risk dc:ter,n)ined, (c) a comprehen
sive oil spill liability bill will be propos'at'l (about April 1, 1975), 
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(d) existing Federal programs can assist in mitigating local fiscal 
burden, (c) state and local governments and the public will be kept 
informed and have opportunity to comment on leasing plans, and 
(f) additional planning assistance for coastal states with potential 
offshore development is being provided through the coastal zone 
management grant program. 

Confrontation. A decision by t~e Supre1ne Court favorable to the 
Federal government in the U.S. vs. Maine case involving ownership 
of the seabeds is expected in tl:ie spring. Other points of confronta
tion include (a) challenges during public hearings on Interior's draft 
impact statement and court suits under NEPA, (b) planned use of 
the Goa stal Zone .Management Act to force the Federal government 
to get coastal state approval of leasing plans, and (c) num.erous 
bills which would reguire sharing of OCS revenue with coastal 
states, expand the Federal government role -- ranging from 
Federally funded exploratory drilling before leasing to a Federal 
oil and gas development corporation, and delay leasing until 
coastal zone planning is completed. 

Current Position on Sharing of OCS Revenue. The Administration 
has opposed sharing OCS revenue with coasted states on grounds 
that (a) OCS resources belong to all the Nation and revenues should 
benefit all citizens, (b) OCS revenues shared \Vith coastal states 
would have to be replaced in the Federal Treasu1y tlu uugh 
additional taxes or result in greater deficits .. and (c) onshore 
development from offshore activities will provide a tax base to 
permit raising revenue at the State or local level to finance public 
facilities . Following the news stories on Februa~y 7 that the 

·Interior Departlnent was reconsidering its opposition to sharing of 
OCS revenues , you approved reiteration of t:llte Administration's 
position but asked for a reevaluation of the r«!venue sharing idea. 

Principal Revenue Sharing Alternatives (inclucii.ng Rog Morton's) 

All your advisers agree that, should you decide 1tm propose revenue sharing, 
additional work is needed to select and develop tilDe best approach. Three 
principal alternatives for sharing OCS revenues lb.ave emerged and there 
are others which need further analysis: . 

1. Share a portion of OCS revenues with those coastal states affected 
by OCS dcveloprncnt. For example, a co n~rchcnsivc OGS bill 
sponsored by Senator Jackson which passe<l the Senate last Septctnber 
called for dc·posit of 10% of Federal OCS re'\~ennes ·or ·40¢ per barrel 
(whichever is greater) in a coastal state fuoo for usc as grants ior 

~ ?.nticipatcd .. or actual economic, sod al and .tt·nvironn"lental irnpa·cts, 
··, .. including public facilities and services.· · · · · · 

' .· .. , ... 
. ,. . : 

' . .. ..,_ . ' . 

, 
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Those favoring this alteTnativc argue that it {a) links payments 
to potential need or impact, and (b) provides incentives for a 
State to look more favorably upon development off its coast . 

Arguments against it are that it (a) runs counter to the principle 
that OCS resources belong to all the Nation, (b) it is difficult to 
determine which stateti are or will be impacted so that sharing 
is fair , and (c) provides no incentive !or inland states to support 
OCS leasing. . 

2. Earmark 37 1/2% of all OCS revenues for sharing with all State>s 
through General Revenue Sharing. (37 l/2o/o of revenues -- or about 
$50 million am1Ually over the past five years -- is now given ro 
states under current law. The same percentage applied to OCS 
revenues would involve several billion dollars.) 

Principal arguments for this are that it (a) carries out the 
principle that OCS resources belong to all the Nation, (b) provides 
an incentive !or all states to encourage OCS development, (c) 
p1·ovides a potential alternative to head off sharing only with 
coastal states, and (d) strengthens general revenue sharing, if 
revenues are significant. 

Arguments against are that it (a) provides no special incentive 
to coastal states to reduce opposition to development off their 
coasts since all share, (b) compllcates general revenue shar1ng 
if payments vary widely !rom. yea! to year, (c) greatly exceeds 
needs related to energy development, and (d) probably does not 
reduce potential for ~itigation. 

3. Provide a bonus of So/o of the value of all oil production (i. e. , a 
royalty) to the coast<>.l state throu!!h which the oil flows ashore, and 
then earmark the difference between this share and 3 7 l/2 t;"o o£ 2.11 

: 

OCS revenue for distribution to all states on a per capita basis. 
(Rog :Morton's proposal) 

A1·gum.ents made for this approach are that it (a) compensates for 
impact in coastal states, (b) provides a financial incentive for a 
coastal state to have oil come ashore in its state and locate rciinery 
there, {c) reduces opposition to offshore development, (d) p1·ovides 
all states a visible incentive to favor OCS developn1ent , and (c) 
strengthens general revenue sharing if revenues are significant. 

Argun1ents against it axe that (a) variability in 1·cvenucs could 
.. complicate genera~ revenue sh~ring, (b) greatly exceeds needs 

·. rcla.tcd ·fo cnerg)' clcv'cl6pm"crtt, and (c") probably docs not reduce 
poteHtial for litigali'?n. 

·. 

.. . . . . 

. .... 
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Issue: Do you wish to change your position on OCS revenue sharing? 

The issue for your consideration is vhether you w~nt to propose at this 
time a change in cuxrent Administration position against sharing OCS 
revenue. Considerations bearing on this issue arc: 

1. Effectiveness in reducing opposition to OCS development. Those 
favoring some forn1 of OC~ revenue sharing believe that it would be 
a critical ·factor in reducing opposition to OCS development. It would 
(a) compen·sate for onshore public facility and service requirements 
and, (b) to the extent funding exceeds needs, provide an added 
incentive for supporting OCS development. Some opp~nents of OCS 
development --principally at the state government level --are
calling !or sharing revenues. 

Others argue that (a} sharing funds addresses only one of the five 
major issues raised by opponents of OCS development (noted on page 1), 
and (b) the added revenue may be attractive to state and some local 
elected officials but many who will litigate against lea sing and 
developm.ent will not be influenced (e. g. , those at local rather than 
state level and those concerned about environm.ental impact or 
changes in a locality's econo1nic structure and way of life). 

2. Relationship of funds to needs resulting from OCS development. The 
principal funding needs identified by those favoring new funding ar~ 
(a~ rnhljr f;::~rilitjp~ -- {0 . 8-: srhnnls, .hnsplt<"1S: rnron~) -- r~nn SP.TVif'PS 

which must be provided before there is an expanded tax base, and (b) 
potential economic or environn1ental impact from. a spill --which the 
Administration would cover under its proposed liability statute. A 
survey now underway indicates that there may be short term ''front 
end" money problem.s for rural areas should they experience OCS 

·development impact, but that this should not be a serious problem in 
other areas. The survey also shows that the "front end" money 
problem may be more serious in sparsely populated areas in the 
Northern Great Plains and Southwest that are faced with coal or oil 
shale development. 

Those opposing sharing of OCS revenue point out that most any 
alternative would provide funds greatly exceeding needs relating to 
offshore development. A preliminary 0~-IB analysis indicates a 
maximun1 short tcnn "fiscal burden" of $200 million over ten years. 
Sharing OCS revenue would involve several billion dollars and would 
be a long term answer to a short term problem. Revenue sharing 
would provide funding {ar ahead o£ actual needs which would not 
occu1· for another 2-10 years. _ 

···' ·:· 3:·: ·~Alf-criiatf~·~··~·b:U:re~s .. of :r~·1hds: · :Y~vo. pi:i~~ip~f~~~·rc·~~ a~~:·· ··· · · .... • .:· ·-

. a. Taxa tion of on~.;hore facilities and.oot~l·ations. G~nerally, the . . 
• • • .. • • • • .. • ~ • ' .• - • • • • -. ~ • • .. t_- 0 • -' • .. •• • • --- ;. ..... • 

• · ... : .. ,::· · ,!;.t;:.Xpa:nclc.d:.-9<;.~ilb:mic .. lj~J;sc r,e s ufti·~1;~~ froti:"{·-o.nslio:tc .~lc vclb\)·rn.c·n:t: .~ .: _:. ·· ~·1:-·':·: ·-
. · · ·-- ,~,hirh tc!nH::. In l~c· c;1.l)ll:11 l:.~t!'l·r th •• n <'" nplov~c· inlcn:->i"vl~ _·:. 

should provide revenue' sources more than off~etting State and 

.. -- , .. .. 

' 
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local government costs. Two states {Texas and Louisiana} 
indicate that tax incom.e has not exceeded costs but those states 
do not tax corporations (largely because o~" revenue _from. oil 
and gas development within the 3-mile limit). 

b. Other Federal programs. Existing Federal programs should be 
adequate to meet nwst needs for Federal assistance; c. g. , 
planning grants, rural development program loan guarantees, 
loans a"nd grants. OMB points out that the 1976 budget includes 
103 programs budgeted at $43 billion that can be applied toward 
meeting some energy induced impact. If state and.existing 
Federal assistance leave a residual need, a new Federal response 
targeted to the specific need should be considered. .. 

4. Federal bndget impact. Opponents of earmarking OCS revenue for 
sharing point out that it would add to the Federal budget deficit and 
to the uncontrollable share of the budget. Others argue that the 
level of revenue expected from OCS leasing will not materialize 
unless some way is found to overcon~e oppe>sition. Opponents also 
argue that a move to share OCS revenue now could result in a 
Congressional decision to require retroactive payments from OCS 
revenues collected since 1953 or encourage earrnarking of other 
revenues. 

5. Potential variability in ~CS revenues. Interior estimates that bonuses 
p<;~.iJ. wheH lt:abe:;, c.~..1.e :;,old .tau .1.uyalU.e::s pa..i.d wiwH u.i.l i~ p1.uuuceu will, 
together, result in Federal revenues in the range of $4 to $12 billion 
in each of the next five years-- if the previously announced schedule 
is maintained and there are not significant changes in e1nphasis on 
royalties vs . bonuses . Interior is considering the possibility of 

. increasing royalties fro1n the current 16 2/3% to 40% as a means to 
reduce b-ont-end costs and encourage exploration. If this we,·e done, 
bonus revenues would drop by 55o/o -- 1·esulting in halving the total OCS 
revenues expected in near tenn years and increas1ng them in later 
years as oil is produced and royalties paid. OCS revenues have 
fluctuated widely over the past few years: 

Est. 
F.Y. 68 69 70 71 72 73 74 75 76 

$B 1. 0 0. 4 0. 2 1.1 0. 3 4. 0 6. 7 2. 7 8. 0 

Revenues are increasingly difficult to predict as much greater acreage 
is offered and leasing moves to areas that are less well known 
geologically. Vaxiability in revenue available for sharing .would make. 

I· ·:. • •: .... : ..• ··. ~ ~ .. : qtat~-~a:ad'~~ahli·· pl<tqn:i:ng·diif1:C.\..iH:· ·>Ii~c..Je~c:-1'~;-·var.i.aljilily cd'uld b·c·. ::·. ·• · .. :, ~. 

. . . . .. 

reduced by an arrangctncnl lo deposit the earmarked share in a fund-
with payrncpt~~ tq .s.~a.tc? .set t:tt a fixed .annuallcvcl,lo\y cnouc•h to 

• .... • .. • ••• • • • • • • ......... "1. _ 0 

permit off!':"e'tting''lbw 'anCl higlt rcycnuc y._([ar:~. · • ·.-: 1 
• 

.. 
. . .... .. . .· . .... .. .. ·"'· 

\ . 

· .. . .. . ; : 
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6. !ncentive for sitin!; energy facilities. Those favoring sharing of 
revem,1es with states point out that fonnulas could be de signed to 
provide a financial incentive '.Lor prompt siting of refineries and 
granting pipeline rights-of-way. 

7. Potential for Congressional action. An important and potentially 
controlling consideration is the prospect for Congressional action 
to require. sharing OCS revenue. . The Senate Interior Committee 
will open hearings in mid-March on OCS bills, including Senator 
Jackson's comprehensive bill w'hich passed the Senate last year by 
a vote of 64-23. The House Interior Committee ~as not yet 
scheduled hearings on the subject but is expected to do so sho1:,tly. 
The Congressional Relations staff believes the chances are better 
than even that the Congress will pass a bill this year requiring 
sharing of revenues -- at least with coastal states. 

Alternatives, Recom.mendations and Decision: 

Morton, 
Zarb, 
Simon, 
Seidman, 
Frieder sdor£ 

Lynn, 
Greenspan, 
Buchen, 
Cavanaugh 

1. Decide now to propose sharfng of revenue. Begin 
concentrated effort to identify and develop the best 
alternative sharing approach (say by April 1 ). Seek to 
arrange some quid pro quo before signalling a change 
in position. (There would be high risk that the change 
in position will become known publicly. } 

. 
2. Maintain current position. Reiterate op}Josition to 
sharing of OCS revenues and act to c01nmunicate 
arguments against shari:1g. Indicate willingness to 
consider targeted assistance (including a new program) 
to meet actual needs for assistance that cannot be met 
reasonably fro1n other sources. Consider proposing 
sharing of revenue only if it becomes clear that Congress 
will act to require sharing and a veto override appears 
likely or, in the longer run, a quid pro quo is identified 
that justifies sharing revenue. (OMB and Do1nestic 
Council staff work quietly with Interior and Treasury to 
identify and develop alte1·natives that might be proposed 
in this case.) · 

... _.,... .. .. i. ·:: .• : ~-
I( l • ~ • •• ' •• 

.... . .. · ..... ... ~ : .. 
~· .: •.r: .. .., ..!, · .. . "·.· .. .; .. · .. '.: ~- ........ ·· . . ·~ . . ... 

. · . .... ·~ :-· . .:·. 

. ·. · . . · .· 
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, 

. .. · · . 



• 

• 

TAB 
B 



OUTER CONTINENTAL SHELF REVENUE SHARING OPTIONS 

Summary Comparison of OCS Revenue 
Sharing Options (1 page) 

Option Papers #1-7 (26 pages) 

Assumptions (5 pages) 

Detailed Comparison of OCS Revenue 
Sharing Options (5 pages) 

01-lB Staff Study 
3-12-75 
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PROCIV\l·f:'L\TlC CRITERIA 

ll 

$600X 
Targeted Needs 

Progru 

Shares •nough at tbe of need---- Yes 

Size of sharing in relation to need- Equal 

~riggered by actual need---------- Yes 

Assurance of receipts by impacted 
localities------------------------ Yes 

Subsidizes stftte taxpayer at expense 
of Federal------------------------ No 

Creote$ revenue sharing instabilities 
or sharp declines-------------------- No 

STR.\ TEC I C CR ITERlA 

Coftstal opposition: 

- Reduces stHte political 
o~osition-----------------------

• Reduces local political 

Yes , but delll.!lnd 
for sharing not 
met 

opposition--·-------------------- Yes 

Reduces environmental political 
opposition-------------------------·- Sl1ghC17 

Congressional opposition and risks: 

- Risk of being increased by 
Congress------------------------- Yes, at lov 

cost 

- Helps avoid legislation delaying 
OCS development--------------- Possibly 

Type of rrecedent for inland energy 
i~:~pact probleN------------------- Desirable 

BUDCET,\RY CRITERIA 

Total proposed 11-year costs------

Year of initial outlays--------

$0.68 

1978 

12 

2-1/2% 
Allocation with 
Grants and Loans, 

Tan;eted and 
Limited to 1'\ced 

'it'S ; 

Equa~ 

Yes 

Yes 

No 

No 

Yes, but demand 
for ~har 1ng not 
met I 

Yes 

SUahtly 
I 

YFS~ at lov 
cost 

! 

Pos!libly 

Des i rable 

I 

$0.J8 
1978 

I 

!. 

H!PACT A10 ,\.'\D FOR!·1U I.,\ GRA~lTS 
TO COASTAL ST.\TF.S 

bJ f4 

107. Sh:~red in 
Proport i on to 

Iopacts 
(Senator Ja~kson 

S.S~l) 

Yes 

8 times 

Not required 

No 

Substantially 

Severe 

Yea 

Not necessarily 

No 

Yes, at high 
cost 

No 

Undesirable 

$5.08 

1975 

107. !or Impact 
Grants plus 5% 

Royalty to 
Coastal 
States 

Yes 

17 times 

No 

No 

Greatly 

Severe 

Yes 

Not necessarily 

No, may increase 

Yes, at high 
cost 

No 

Undesirable 

$108 
1975 

H 11',\CT AT D 6> 
FUR'!Ul.A 

GI\NIT5 TO 
,\1,1. ST,\TtS 

05 

FOP.:·tt!L\ CTt\~: ,~, ": 'J :~~J.\- 7AL 
' A~:D .\I.L H\JJ:.:-,_· ...,..,,......,....._. 

f l t-7 

Targeted 
Needs + 

37-1/2% of 
Royalties 

54 P.oy'l lty to 
Coastal States + 
Shar ing uith all 
Sta tes to Total 

37- l /2% 
(See. ~lorton) 

Yes No 

12 times 30 t i mea 

In part, No 
yes, largely 
no 

Yes No 

Substantially Greatly 

No Severe 

Yes Yea 

Yes Probably DO 

No, may 
sUzhtly increase 

Yes, at high No 
cost 

Possibly Possibly 

P~88ibly 
undesirable 

Undesirable 

$7.18 $17.88 
1975 1975 

!:ar;,e a~ P6 
Pl:.:3 s;<:O~! 

t:a t tor."' ldc 
Iepac t fund 

Possib ly no 

30 times 

ln part, 
yes, largely 
no 

Possibl y 

Greatly 

Severe 

Yes 

Not 
necessarily 

No, may 
increase 

No 

Poss1bly 

Undesirable 

$17. 8!1 
1975 

• 

i 

' !I 
I 

l 
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Option 11: Targeted Need Fund 

Descri¥tion: From bonus receipts, establish a g~ant and loan 
fund o $600 million to be built up at a rate of $100 million 
a year and to remain available for 15 years. Fund would be 
drawn down for public capital investment on a SO% grant and 
SO% loan basis by communities experiencing rapid growth which 
i$ induced by OCS development. (Part of the fund could be 
used for loan or bond guarantees). 

Distribution of revenues 

11-Year Estimated Revenues in $B 

Atlantic Gulf 
Coast Coast 

Pacific 
Coast 

Total 
Inland All 

Alaska States States Treasury 

• 1 • 2 • 2 .1 0 . 6 46.9 

Programmatic Impact 

Timing of need: 

0 

0 

0 

Funds set aside now, but expended only when needed 
for actual impacts. 

Solves lead-time financing problems. 

Cuts off after needs are met. 
Treasury. 

Balance reverts to 

Size of need 

0 Outflow of funds would be triggered by and directly 
related to the magnitude of actual need. 

Jurisdictions in need 

0 Would go directly to those jurisdictions experiencing 
need. 

Econo~ic efficiency 

0 Loan feature reduces likelihood of overbuilding 
public facilities. 

1 

I 
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h.~dcral taxpayers absorb half the costs of the on-shore 
development, hut eventual fiscal benefits accrue to 
specific States and localities. 

Other fiscal effects 

0 Significantly reduces fiscal risks to States and 
localities. 

Administration 

0 Would require more complex eligibility regulations 
than straight revenue sharing. 

Stratecric Impact _____ Q_·~-- --

Coastal Opposition 

0 Mitigates that State & local opposition which is 
based on concern about on-shore development. 

Environmental Opposition 

0 Mitigates that part of environmentalist's opposition 
wh].ch ste:r.1s trom qualit:y--of-life concerns abuui.. vH-~'ilvJ.c 
development. 

Co_~ressional O,eposition 

0 

0 

0 

Avoids pressures for retroactivity. 

Less chance of 100% earmarking OCS receipts because 
outflows are based on needs rather than percentage 
of receipts. 

Fund level would likely be increased by Congress. 

lnla nd viNJS 

0 

0 

Less acceptable to inland states. 

May result in pressure for similar program for coal & 
oil shale or an increase in Mineral Leasing revenue 
sharing. 

2 
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J>_r~r_os_~_9 __ ~f!I_O~li~!..:s_: Total is $. 6B over 11 years 

Fiscal Years 
Out:Tays ($B) 

3 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

.OS .OS . 1 . 1 . 1 . 1 . 1 0 

Note: If such a fund were extended to pay for all coal and oil 
shale public facilities on the same SO% grant and SO% loan 
basis, the size of the fund would have to be increased 
approximately fourfold. Such an extension would further 
discourage the private sector from participating and 
communities from raising capital through traditional means. 
And it may stimulate rapid growth where it might not otherwise 
occur. A loan, credit guarantee and interest grant program 
would be a much more appropriate Federal role, given such a 
magnitude. 

3 
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Option #2 
Formula Allocation With Outlaxs Targeted to Need~ 

Description: For a period of 10 years, place in a Treasury 
deposit account 2 1/2% of annual OCS receipts to be 
allocated by a formula of equal shares to the 22 OCS Coastal 
States, but with funds not to be paid out until needed. 
Funds from the account would be made available for loans 
and grants (including grants for matching shares) for 
rapid growth which is induced by OCS development. The 
balance.in the fund at the ~nd of 15 years would revert 
to the Treasury. 

Distribution of revenues: 

11 Year Estimated Revenues in $B 

Allocated 
at 2 1/2% 

Atlantic 

.66 

Gulf 

.25 

Pacific Alaska Inland 

. 15 .os 0 

NOTE: Expected outlay over the 11 years would run 
between $200M to $600M. 

- Timing of Need 

Total 
All 

States 

1.12 46.33 

° Funds set aside now but expended only as needs occur. 

0 Solves lead time financing problems. 

° Cuts off after need ends. 

- Size of Need 

0 Related to, triggered by, and limited to need. 

- Jurisdiction in Need 

0 Availab~e to jurisdictions in need. 

0 Equal shares are more beneficial to the less populous 
States, where impacts will be more pronounced. 

4 
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Outlays 

3 

- Inland Views 

0 No financial stake for inland States to support 
speedy OCS development. 

0 This option as a precedent for similar programs for 
coal & shale development is more desirable than other 
options. 

- Proposeu Amounts 

Total Outlay is $.6B over 11 years 

Fiscal Years* 
(Outlays $B) 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

.OS .OS .1 .1 .1 .1 .1 

* Estimate of most likely timing, but funds would be available until 1989. 

6 
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_ Economic Efficiency 

0 Grants pass development costs onto Federal taxpayer, 
not end user of energy; but use of loans can pass 
some costs onto end user. 

0 Loan feature reduces likelihood of overbuilding 
public facilities. Grants reduce use of bonding & taxation. 

0 Shares only to meet legitimate needs; remainder of 
receipts continue to benefit Federal taxpayers. 

- Other Fiscal Effects 

0 Reduces State & local fiscal risks. 

- Administration 

0 Would require more complex eligibility regulations 
than straight revenue sharing, but this could be 
reduced if the funds were transferred into existing 
appropriate Federal programs earmarked for use by 
impacted jurisdictions in the Coastal States. 

Strategic Impact 

- Coastal Opposition 

0 Would mitigate that State and local opposition 
which stems from concern about on-shore impacts. 

- Environmental Opposition 

0 Would mitigate that part of the opposition which 
sterns from quality-of-life concerns about on-shore 
development, but wouldn't risk possible backlash 
as sizeable revenue sharing does. 

- Congressional Opposition 

0 Avoids pressures for retroactivity. 

0 Less chance for 100% earmarking because outflows 
are based on need rather than percentage of receipts. 

° Fund level might be increased by Co~gress, but per
centages and outflows are less than current Congressional 
proposals, unlike Secretary Morton's other options 
which include percent sharing. 
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(S. 521) 

Descri]2t;_ion 

Allocate 10 percent of Federal OCS revenues or $.40/barrel 
whichever is greater (but limited to $200 million in FY 1976 
and FY 1977) for grants to coastal States. 

Distribution of revenues 

Atlant.ic 
Gulf 

10-Year Estimated Revenues 
($ in billions) 

of Mexico Pacific Inland Total 
Coastal Coastal Coastal Alaska States Sta.tes 'J'reas. ----·- ----- -- ---~-- ---
0.4 3.2 1.0 0.4 0 5.0 42.3 

.r-ionies would be distributed in propo~tion to envirmm1ental 1 

social, and econoraic impacts caused or expected to be caused 
by leasing operation. Acreage leased and volume of production 
would be considered. Actual distribution to States will hinge 
on not only where leasing ·has and will occur but also upon the 
Sec!'etary' s value judgerr~ent of how sigJ.1ificimt impacts really 
are. The above table shows the distribution of funds based on 
the assumption that impacts are directly related to quanity of 
oil produced. 

Proqrammat.ic Impc:ct 

Timing of need: 

o Sharing from bonuses would occur earlier than any 
fron'c-end infrastructure investment needs and would 
likely be spent before such needs occur (except 
possibly for new areas sold first). 

o General sharing from royalties would be available 
at time 9f any infrastructure investment needs. 

Size of need: 

o Sharing of receipts would vastly exceed any possible 
need for public investments in infrastructure except 
possibly for Alaska • 

Jurisdictions in need: 

o None of the sharing in this option is triggered by and 

directly. targeted to meet/needs of specific jurisd~ctions. 

, 
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o All sharing under this proposal goes to the States, 
while fiscal impacts are most likely to affect a 
highly selected group of local jurisdictions. 
Pass-through to those jurisdictions is uncertain 
since the big money would come in well before the 
occurrence of significant OCS development an~ therefor~ 
would likely be committed to other statewide 
purposes. 

Economic Efficiency 

o Option spends vast sums to meet very limited fiscal need. 

o Funding to States is in proportion to environmental, 
social, and economic impacts (paying for damages) and 
is not based on ameliorating impacts (need) • In some 
cases, funding would likely far exceed need. (Adminis
tration favors liability fund to pay for damages). 

o Puts costs on Federal taxpayer rather than oil and gas 
consumers. 

o Since sharing is a grant, not a loan, it doesn't encourage 
impacted jurisdictions to choose projects wisely. 

Equity 

o Requires Federal taxpayers to pay for the onshore costs 
of development rather than consumers. 

o Requires Feder~, t~xpay~r~ tc pay co~~cal s~ates runas 
over and above cost of mitigating damages. 

Other Fiscal Effects 

o Since actual bonus receipts are highly variable from 
year to year the general sharing would make State fiscal 
operation very difficult and generate pressure for a 
guaranteed annual minimum at a high level. 

o Would assist States little in raising capital in private 
markets because of uncertainties of receiving Federal 
grants. Would reduce somewhat State risks because 
facilities would be built and paid for but States could 
be left.with cost of maintaining excessive facilities. 

o Option does not solve problems of other energy impacts 
such as coal and shale development. 
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Administra~ilUl-- Would be very difficult to calculate 
cost of environmental, social and economic impacts so 
as to compare all coastal States to determine each States' 
proportional share. Split responsibilities between Interior 
and Commerce for administering the fund as required by the 
bill would be cumbersome . 

Strate·gic Impact 

Coastal o~position -- State officials are likely to favor. 
Local off~cials would not necessarily favor because of 
question of whether the States will pass through their 
share. 

Environmental opposition -- Could create further 
opposition if it is interpreted to be a buy-out of State 
opposition to promote rapid ocs development •. 

Congressional Opposition and Risks 

o Would reduce opposition to extent it's based on State 
opposition rather than local or environmental opposition. 

o Could generate pressure for retroactivity on 1953-1974 
receipts from Gulf of Mexico offshore. 

o Would increase pressures to earmark o~s receipts for 
other purposes; such claims could total 100%. 

Inland Views 

o Could lead to inland State claims to share in revenues. 

o Could lead to greater claims on onshore mineral leasing 
revenues . 

Budgetary Impact 

Proposed .Amounts: Total is$5. 0 B over 11 years . 

Fiscal Years 
($ in billions) 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

(}.4 0. 2 0. 2 0. 7 0. 7 0. 3 0.4 0. 4 0.5 0 . 6 0 .6 
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Total amounts earmarked and shared could be substantially 
higher due to: 

o Pressures to earmark for other purposes. 

o Greater sharing than proposed including min.imum annual 
amounts at a high floor level. 

o . Receipts and therefore payments to States beginning 
in 1981 are grossly underestimated if oil is found 
in ~frontier areas and leasing is continued past 
1980. 

10 
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Grants. 
5% 

Total 

Option #4: 10% of Revenues for Impact Grants plus 5% value 
of oil & gas landed. 

Description 

Allocate 10% of OCS revenues for impact grants to Coastal 
States as in Option 3, and from royalties pay Coastal States 
5% of the value of OCS oil and gas brought onshore within 
their boundaries. 

Distribution of revenues 

11-Year Estimated Revenues in $B 

Total 
Atlantic Gulf Pacific Alaska Inland All Treasury 
Coast Coast Coast States States 

. 4 3. 1 .4 4.8 

. 4 3 . 5 1.1 • 2 5.2 
:-s- o.S" T:T :0 l) ---ro ~ 

- Timing of Need 

-· Grants· to States preceed need and could be spent on 
Statewide projects and therefore not available as 
Jocal OCS needs aris~ . 

Allocation of 5% value of oil landed is too late to meet 
front end OCS needs . 

. Sharing from production royalties continues long after 
needs are met. 

- Size of Need 

. Neither grants nor 5% allocation are_triggered by or 
scaled to needs. 

- Jurisdiction in Need 

. Grants and 5% allocation targeted to States , not local 
jurisdictions where the actual needs arise. Pass-through 
is uncertain . 

. 65% of sharing will primarily go to Texas and Louisiana, 
the two states with perhaps the least need and the most 
available alternate sources of revenue (e . g . , corporate 
income tax) . 

11 
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- Economic Efficiency 

. Spendi vast sums to meet limited fiscal needs . 

• Passes costs of development onto Federal taxpayer, not 
end user of oil & gas. 

Grants discourage use of bonding and taxation to recpver 
development costs. · 

. May encourage excess number of landing facilities. 

- Equity 

. Requires Federal taxpayer, not consumer, to pay for 
development costs . 

. Shares national OCS revenues with just Coastal States . 

• 5% allocation is approximately equal to the 37 1/2% 
Minerals Leasing revenue sharing. 

- Other Fiscal Effects 

. Variability in receipts will complicate State fiscal 
planning and generate pressure for a high guaranteed 
flo~r . 

• Doesn't significantly reduce State fiscal risk or enhance 
State access to capital markets since receipts are variable 
and sharing with any one State will be small . 

. Does not apply to coal & shale impacts. 

- Administration 

• Determination of formula for impact grants would be 
difficul4 but 5% allocation would be simple. 

Strategic Impact 

- Coastal Opposition 

. State officials likely to favor. Local officials won't 
favor unless a pass-through is guaranteed. 

- .Environmental Opposition 

Could increase opposition if perceived as a buy-out of 
State Houses to speed OCS development. 
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- f~ngressional Oppo~ition & Risks 

. May generate pressure for retroactivity and earmarking 
100% of OCS receipts . 

. Proposes larger sharing than current Congressional proposals. 

- Inland Views 

Could lead to inland State pressure for similar program 
for coal & shale or increases in Mineral Leasing sharing. 

May be viewed as sharing national asset with just Coastal 
States. 

Budgetary Impact 

Proposed Amounts: Total is $lOB over 11 years 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

.9 .9 1.0 1. 1.1 .6 .7 .8 .9 1.0 1.1 
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Fund 
Royalty 
Total 

Qption #s: Targeted Need plus 37 1/2% of Royalties 

Descri tion: From bonus receipts, establish a grant and loan fund of 
600 mill1on to be built up at a rate of $100 million a year and to 

remain available for ten years. Fund would be drawn down for public 
capital investment on a 50% grant and 50% loan basis by communities 
experiencing rapid growth which is induced by OCS development. 
(Part of the fund could be used for loan or bond guarantees.) Addition
ally, 37 1/2% of royalties would be shared with all States based on 
population or the general revenue sharing formula. 

Distribution of revenues 

11 Year Estimated Revenues in $B 

Total 
Atlantic Gulf Pacific Alaska Inland All Treasury 
Coast Coast Coast States States 

.1 .2 .2 .. 1 0 .6 
1.9 •. 9 . 8 :o1 2.9 6.5 
2.0 1.1 1.0 1.01 2.9 7.1 40.4 

Programmatic Impact 

--Timing of Need 

c Bonus fund available as needs occur. Royalty sharing dis
bursed before needs arise. 

0 Bonus fund solves lead-time financing problems. 

0 Bonus fund cuts off after need ends • Royalty sharing continues 
long after needs are met. 

--Size of'Need 

0 Bonus fund related to and triggered by need. Royalty sharing 
unrelated to size of need and increases over time. 

--Jurisdiction in Need 

0 Bonus fund available to jurisdictions in need. Royalty 
sharing unrelated to jurisdictional needs. 

' 
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- Economic Efficeincy 

0 

0 

Bonus fund grants pass development costs onto Federal 
taxphyer, not end user of energy. 

No-strings royalty sharing can be used for infrastructure 
costs, and therefore more of the bonus fund could be 
dedicated for loans rather than grants. 

- Equity 

0 Sharing royalties with all states is more equitable than 
sharing with just Coastal States. Sharing by population 
is more equitable th~n sharing which is dominated by oil
landed on-shore incentive. 

- Other Fiscal Effects 

0 

0 

Bonus fund eliminates State and local fiscal risks. 
Royalty sharing has no relationship to such risks. 

Royalty sharing is an incentive for States to support 
a change to 40% royalty rate. 

- Administration 

0 Would require more complex eligibility regulations than 
straight revenue sharing. 

St~categic Impac_! 

- Coastal opposition 

0 

0 

Bonus fund would mitigate that State and local opposition 
which stems from concern about on-shore impacts. 

Royalty sharing would eliminate some opposition at State 
level, but not necessarily at local level. 

15 
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Fund 

--Environmental Qpposition 

0 Would not be reduced further than under bonus fund option. 

- -Co_l:!&!essional opposition and risks 

0 Would generate pressure for retroactive sharing with 
Texas and Louisiana, the two States v.nich have ti1e least 
need and the most alternative sources of financing. 

0 May generate pressures for 100% eannarking. 

0 Liklihood of being increased by Congress. 

-- Inlrmd views 

0 Acceptable to inland States. 

0 Would not necessarily lead to pressure to increase 
Mineral Leasing revenue shating. 

Budgeta::q Impact 

Proposed A"'llounts: Total is $6.7 billion over 11 years. 

Fiscal Years ($B) 

3 

1975 1976 1977 .1978 1979 1980 1981 1982 1983 1984 198!) 

.OS .OS .1 .1 .1 .1 .1 
Royalty . 3 .3 .3 .4 .s .s .6 • 7 .8 .9 1 
Total -. 3 3 :6 -:7 :a T --r.o --- .3 .45 .s 5 1.0 

NOTE: If such a fund were extended to pay for ell coal and oil shale 
public facilities on the same 50% grant and SO% loan basis, the size 
of the fund would have to be increased approximately fourfold. Such 
an extension would further discourage the private sector from participating 
and communi ties from raising capital tJwough tr-G!di tional means. And, 
it may stimulate rapid growth where it h'Ould not othenvise occur. A 
loan, credit guarantee and interest grant progran would be a much more 
appropriate Federal role, given such a magnitude. 
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QEtion #6: Secretary Morton•s Pro2-osal 

Descriotion: (1) Allocate 5% of the value of OCS production 
to coastal-states on the basis of barrels of oil brought 
ashore, and (2) allocate 37.5% of all OCS revenues, less the 
coastal state production-basis allocation, to all states on 
the basis of population. 

Distribution of revenues: 

11-Year Estimated Revenues in $B 

Total 
Atlantic Gulf of Mexico Pacific Inland to u.s. 
Coas·tal Coastal Coastal Alaska States States TrE::_a.s ury_ ----

4.0 5.2 

Programi·natic impac"t::_ 
1/ 

- Timing of need:-

2.7 0.2 5.6 17.8 

o General sharing from bonuses earlier than OCS fiscal 
needs. Probably spent before such needs occur. 

0 GE"~nP.ral shnr~ing frnn1 royr~lt-iP'; r~ur~ilr~h1P ;::d- +-.imr-o ~r 
fiscal needs. Howev~r, p~obably committed to other 
state needs before OCS needs arise. 

° Coastal state allocation from oil landed too late to 
meet front end OCS needs. 

0 All sharing from royalties continues long after OCS 
fiscal needs -- 20 to 30 years. 

' 1/ 
- Size of need:-

0 None of sharing is triggered and scaled to actual need. 

0 General sharing from bonuses and royalties vastly 
exceeds any possible OCS fiscal need except possibly 
for Alaska. 

29.7 

° For most new oil areas OCS needs are at a time when only 
general sharing from royalties available; this generally 
not adequate in size to meet needs. 

° Coastal allocations from oil landed large enough to 
compensate for fiscal impacts but they won,Yf:;c;·ccur until 
after irnpacts. ~~," · ' 

f~ 
~ >""'· 
\ ... ~ 
\0 

.. ,..... ,,./· ______ __.. 
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Jurisdictions in need: 

0 None of the sharing triggered by and directly targeted 
to meet needs of specific jurisdictions. 

o Of the general sharing, 45% ($5.6B) would go to non
coastal states, 10% ($1.2B) to California, and 9% ($1.18} 
to New York. Only $20M would go to Alaska. 

° Coastal state allocation for barrels landed would match 
impacts from landing and refining the oil, but impacts 
from location of offshore personnel and industry servicing 
the offshore development could be located elsewhere. 

0 All sharing under proposal goes to the states, while 
fiscal impacts likely to affect a highly selected group 
of local jurisdictions. Pass-through to those jurisdictions 
is highly uncertain since big money comes in well before 
significant OCS development and probably will be corr:mi tted 
to other statewide purposes. 

- Economic efficiency: 

0 Option spends vast sums to meet very limited fiscal needs. 

0 Does not target sharing to impacted jurisdictions. 

0 Puts costs on Federal taxpayer rather than on oil and 
gas consumers. 

0 Since sharing is a grant, not a loan, it doesn 1 t encourage 
impacted jurisdictions-to bond and recover by taxation 
over the life of the development. 

0 Gives staies an incentive to oppose bidding options which 
reduce bonuses. 

0 Gives coastal states incentive to bid for oil landing 
facili L:ies potentially giving funds t:o companies and 
causing inefficient siting. 

- Equity 

0 Requires Federal taxpayers to pay fo~ the onshore costs 
of development rather than consumers. 

0 Requires Federal taxpayers to support State activities 
and reduces state taxpayer control. 

18 
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- Other .fiscal effects: 
2/ 

0 Bonus receipts variability
operation very difficult and 
guaranteed annual minimum at 

3 

will make State fiscal 
generate pressure for a 
a high level. 

0 Sharing level drops sharply in 1981 -- from $3B to· 
$600M. 

0 Little impact on enhancing state and local access to 
capital markets since longer term sharing from royalties 
would be small for any one state. 

0 Doesn't reduce fiscal risks to states and localities 
since general royalty sharing is small for any one state. 

- Administration: 

0 Administratively simple since determination of actual 
impacts and needs is unnecessary.· 

Strateqic impact 

- Coastal opposition: 

0 Would eliminate much opposition to leasing at State level. 

0 Would not necessarily eliminate local opposition to 
leasing. 

o Would provide states with incentives to site facilities 
for landing and proces~ing oil but wouldn't eliminate 
local opposition. 

0 Wouldn't reduce problems of siting other types of 
facilities unless they were located in- state where oil 
wo.uld be landed. 

-Environmental opposition: Would not.be reduced. 

- Congressional opposition and risks: 

0 Would reduce opposition to extent it's based on state 
opposition rather than local or environmental opposition. 

0 Would generate pressure for retroactivity on 1953-1974 
receipts from Gulf of Mexico offshore. 

v-see Table 2. 
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0 Waul~ increase pressures to earmark OCS receipts for 
other purposes; such claims could total 100%. 

0 Would have a high likelihood that Congress would 
increase the level shared beyond that proposed. 

- Inland vie\JS: 

0 Would be acceptable to inland states. 

° Could lead to greater claims on onshore mineral leasing 
revenues. 

tJ.S 
- Proposed amounts: Total is $~B over ll years 

Fiscal years ($B) 

1975 1976 .1976'r 1977 1978 1979 1980 1981. 1982 1983 1984 1985 

0.2 3.3 0.8 3.3 3.4 3.4 2.7 0.6 0.7 0.8 0.9 1.0 

- Total amounts earmarked and shared could be substantially 
higher (up to $56B) due to: 

~ Fu:!bl:iULe::; tu earmax·k for other purposes. 

0 Greater sharing than proposed including minimum annual 
amounts at a high floor level. 

0 Payments to states could be seriously underestimated, 
if discoveries from 1975 to 1980 leasing justify 
additional large sales in the 1981 to 1985 period. 
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North Atlantic States 
Maine------------------
New Hampshire---------
Hassachusetts---------
Rhode Island----------
Connecticut------------

* North Atlantic sale 1976. 

Middle Atlantic States 
New York--------------
New Jersey------------
Delaware--------------
Haryland--------------
Virginia---------------

* Middle Atlantic sale 1976. 

South Atlantic States 
North Carolina--------
South Carolina--------
Georgia----------------

* South Atlantic sale 1976. 

Alaska ------------------

* First Alaska sale 1976. 

Oregon-Washington 
Oregon-----------------
Washington-------------

Table 1 
General Sh~ring with all States 

$M 

1975 

11.4 
8.6 

64.2 
10.7 
34.2 

1976 

(*) 
11.4 
8.6 

64.3 
10.8 
34.2 

1977 

11.5 
8. ) 

64.~ 

10. 3 
34 .• 1 

11.5 
8.6 

64.8 
10.8 
34.5 

** First productiJn 1980. 

203.7 
81.7 
6.3 

45.0 
. 52.8 

(*) 
204. 1 204; ·+ 
81.9 82;() 
6.3 6.3 

45.1 lf5.:~ 

52.9 53.!) 

205.6 
82.5 
6.3 

45."4 
53.3 

** First product:~on 1979. 

57.8 
29.6 
52.4 

( '~) 
57.9 
29.6 
52.5 

58.0 
29. :· 
52.;; 

58.4 
29.8 
52.8 

** First producti<m 1980. 

3.6 
(*) 
3.6 3.(. 3.6 

** First production 1982. 

24.2 
38.2 

24. ~ 
38.~ 

(*) 
24.4 
38.5 

1979 

11.6 
8.7 

65.1 
10.9 
34.7 

(*•'<) 
o.s 
0.4 
2.9 
o.s 
1.6 

1981 

0.6 
0.5 
3.5 
0.6 
1.9 

1982 

0.7 
0.5 
4.i 
0.7 
2.2 

***Peak production 1987. 

(•~*) 

206.7 
82.9 
6.4 

45.7 
53.6 

9.3 
3.8 
0.3 
2.1 
2.4 

11.2 
4.5 
0.3 
2.5 
2.9 

13.0 
5.2 
0.4 
2.9 
3.4 

*** Peak production 1985. 

58.7 
30.0 
53.1 

(*>'') 
2.7 
1.4 
2.4 

3.2 
1.6 
2.9 

3.7 
1.9 
3.3 

***Peak production 1987. 

3.7 0.2 0.2 

***Peak production 1987. 

24.6 
38.8 

1.1 
1.8 

1.3 
2.1 

c·~*) 
1.5 
2.4 

1983 

0.8 
0.6 
4.7 
0.8 
2.5 

14.8 
5.9 
0.5 
3.3 
3.8 

4.2 
2.2 
3.8 

0.3 

1.8 
2.8 

0.9 
0.7 
5.2 
0.9 
2.8 

16.6 
6.7 
o.s 
3.7 
4.3 

4.7 
2.4 
4 .• 3 

0.3 

2.0 
3.1 

* Northern California-Oregon-Washington sale 1978. ** First production 1982. ***Peak production ? • 

.. 

1985 

1.0 
0.8 
5.8 
1.0 
3.l 

(***) 
18.4 

7.4 
0.6 
4.1 
4.8 

5.2 
2.7 
4.7 

0.3 

2.2 
3.5 
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·1975 1976 U77 1978 1979 1980 1981 1982 1983 1984 1985 

(*) '('<*) (***) 
California--------------- 227.1 227.5 22 7 • 8 229.1 230.4 10.4 12.5 14.4 16.5 18.5 ~0.5 

* Southern California sale 1975 (Dec.). ** ·.'!i!"st production 1977. *** Peak production 1981. 

Gulf of He xi co States* 
Florida-------------~-- 80.5 80.7 80.3 81.3 81.7 3.7 4.4 5.1 5.9 6.6 7.3 
Alabama---------------- 38.9 39.0 3~' .1 39.3 39 .. 5 1.8 2.1 2.5 2.8 3.2 3.5 
Mississippi------------ 25.1 25.1 z;;. 2 25.3 25.5 1.2 1.4 1.6 1.8 2.0 2.3 
Louisiana-------------- 41.3 41.3 4: .. 4 41.6 41.9 1.9 2.3 2.6 3.0 3.4 3.7 
Texas------------------ 129.2 129.4 12~l. 7 130.4 131.1 5.9 7.1 8.2 9.4 10.5 11.7 

* Initial sales have been held in all areas. 

Inland------------------- 1038.3 1040.1 1041.9 1047.8 1053.6 47.6 57.1 66.1 75.5 84.5 93.9 

"' "' 
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Ta)le 2 

Historical Instability in OCS Receivts 

Est. 
FY 68 69' 70 71 72 73 74 75 76 

$B 1.0 0.4 0.2 1.1 0.3 4.0 6.7 2.7 8.0 

.. 



5% 
Fund 

Remainder 

Total 

Option #7: 37 1/2% of Revenues for Nationwide Impact Grants, 
___ B_~venue Sharing 1 and Coastal State Production Shar_e_s __ 

Des cript_ion: Divide 3 7 1/2% of all OCS revenues three 

ways: (1) 5% of the value of OCS production with coastal 

States, (2) up 1D $50 0M annually for a nationwide impact 

grant fund, and (3) the remainder with all States based 

on population or the General Revenue Sharing formula. 

Distribution of Revenues: 

11 Year Estimated Revenues in $B 
Total 

Atlantic Gulf Pacific Inland All 
Coast Coast Coast Alaska States States ---

. 4 3.5 1.1 . 2 0 5. 2 

. 1 • 8 . 2 .1 2.3 3.5 
2.6 1.2 1.1 . 1 4.1 9.1 

3.1 s. s 2.4 . 4 6.4 17.8 29.7 -----

·· Timing of Need 

0 Impact grants preceed ~eed. 

0 National revenue sharing not available at time of 
OCS need because it drops to zero after 1979, but 
is availaole for near-term inland impacts. 

0 5% allocation too late for front end OCS needs. 

Size of Need 

0 Sharing is not triggered by or scaled to needs. 

0 Greatly exceeds needs, even when coal & shale 
impacts are included. 

- Jurisdictions in Need 

0 Targeted to States, but not localities where the 
needs arise. Pass~ through is uncertain, 

0 About 30% of the revenue shared will go to Texas 
and Louisiana. 
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- ?c2_noinic Eff_iciensz. 

0 Grants.pass costs of development onto Federal 
taxpayer, not consumer. 

0 Spends large sums to meet li~ited needs. 

2 

0 Grants discourage use of bonding and taxation to 
recover development costs. 

0 May encourage excess number of landing facilities. 

° Federal taxpayer pays for local development costs. 

0 Shares national asset with all States. 

Other Fiscal Effects 

0 Variation in annual OCS receipts will complicate 
State fiscal planning, particularly since National 
sharing drops to zero after 1979. 

0 Applies to inland energy impacts. 

- Administration 

0 Determination of formula for impact grants would 
be difficult, but other features are administratively 
simple. 

~trategic Impact 

- Co as taLQ£.p_£_s i_tion 

0 State officials likely to favor. Local officials 
wouldn't favor unless pass-through was guaranteed. 

Environmental Opposition 

° Could increase opposition if seen as an attempt to 
buy-off State officials' opposition to OCS development. 

- Con&!_e ss ional Opposition & Risks 

0 May generate pressures for retroactivity and ear
·marking 100% OCS receipts. 

0 Proposes much larger sharing than current Congressional 
proposals. 
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- Inland Views 

0 Acceptable because some sharing goes to all States. 

0 Acceptable because also applicable to inland 
energy impacts. 

- Bud_ge tary Impac_!_ 

Proposed Amounts: Total is $17.8B over 11 years. 

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 

2.6 2.6 2 .. 6 2. 7 2 • 7 . 5 . 6 . 7 • 8 • 9 1.1 

. •,' 

... ·~~~~ : . 
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ASSUMPTIONS FOR ANALYSIS OF OCS POPULATION IMPACTS 

Year Total 

1975 447 

1976 476 

1977 506 

1978 601 

1979 696 

1980 791 

1981 944 

1982 1,097 

1983 1,250 

1984 1,403 

1985 1,557 

Production 
Millions of Barrels Per Year (BPY) 

Gulf Pacific Atlantic Alaska 

425 22 0 0 

450 so 0 5 

530 166 47 47 

763 420 187 187 

Employment 

Each additional 250,000 BPD (91,250,000 RPY) requires: 

200- 400 1·:orkers in exploration p:hase; 
1000-2000 workers 1n construction whase; 

300- 400 workers in operation phase. 

(These estimates based on North Sea techEmlogy, as 
quoted in Oil & Gas Journal, 1-8-73, and Shell estimates 
quoted by Rand 1n their California OCS Sitill.dy.) ' 



Year 

1977 

1980 

1985 

19'77 

1980 

1985 

ADDITIONAL EXPLORi\TION AND PRODUCTION B-iPLOYEES}.j 

Total 

192 

939 

2517 

3648 

960 

3735 

7890 

12585 

Gulf 

81 

264 

765 

1110 

Pacific 

93 

381 

834 

1308 

Atlantic 

0 

156 

459 

615 

ADDITIONAL CONSTRUCTION EMPLOYEEsl/ 

405 

915 

2505 

3825 

465 

1440 

2265 

4170 

780 

1515 

2295 

Alaska 

18 

138 

4 59 

615 

90 

600 

.1605 

2295 

SUM OF DIRECT E~IPLOYMENT: EXPLORATION, CONSTRUCTION & PRODUCTION 

1977 

1980 

1985 

1152 

4674 

10407 

16233 

486 

1179 

3270 

4935 

558 

1821 

3099 

5478 

0 

936 

1974 

2910 

108 

738 

2064 

2910 

!/ (Incremental production in MBPY/91MBPY) X (300 employees). 

]:./ (1--Iarginal increase in incremental production in 
MBPY/9H1BPY) X (1500 employees). 

This formula assumes that construction workers will 
move with the jobs, so that the population impact 
will stem from net addition to construction force 
due to the rnarg~inal increase in OCS developrnen t. 

, 
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~ulation (1975-1985) and Public Infrastructure Costs 

Ratio of direct to indirect and secondary 1:3 
Ratio of Employment to population 1:2.5 

Total ---
Direct 16500 
Indirect and 
secondary 49500 

Population 123750 

Public 
Infrastructure $619 
in millions at 
$5000 per capita 

Gulf Pac,:ific Atlantic 

5000 5500 3000 

15000 16500 9000 
37500 41250 22500 

$188 $206 $112 

Alaska ---
3000 

9000 
22500 

$112 

, 



ANALYSIS OF LOCAL CAPITAL EXPENDITURE REQUIRD·lENTS 
FROM ENERGY DEVELOPMENT INCURRED GROWTH 

($ per capita) 

l.Water(l70 gbd/capita) 
Source development . 
Treatment Faciliti6s 
Distribution and Storage 

Total 

2.Sewage and Solid Waste 
(100 gpd/capita) 

Treatment 
Collection System 
Out Flow Lines 
Solid Waste 

Total 

3.Fire Service 

4.Librarics 

S.Rccreation 
Neighborhood Park and 
Playgrounds 
District Park($.60sq.ft.) 
Reg!onal Park($500/acr~) 

6.Police and Security 

7.Health 

·s.Education 
Elementary 
Secondary 
Vocational 

9.Community and Social Services 

$ 43a 
130 
450 
"623* 

$168-b 
720 

7 
15 

910"* 

$ sod 
2ooe 

so 
300* 

$ 60* 

$344£ 

$646g 
4291! 
"61 1 

1136 

$176* ' 
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.-

lO.Local Government $ 7 

ll.Tran~port(Roads and Streets) $ 400-1200j* 

GRAND TOTAL W/OUT HOUSING $4182-4982 

12.Housing $ 5000-BOOOk 

*Estimates from report prepared by R.L. Lindauer, EXXON Corporation·, 
for the Wyoming Select Committee, November 1974. 

a)$43 per capita is based on $75 per acre foot; City spread 
out to average of only 1.3 living units per acre but 
capital costs per individual must meet the standards of 
EPA, National Fire Underwriters,National Education organization. 
etc. · 

b)Up to 80% a~ailable from EPA if time permits 
c)l2 pumpers & S ladder trucks Nithin 5 miles for each 10,000 pop 
d)Land donated; $50 as~umes 8.5 acres/1000 with $50,000 in 

facilities · 
e)2 acres per 1000 plus swimming or other similar facilities 
f)Number of beds needed per 50,000 pop.=203;Cost of 203 bed 

facility=$17,200,000;0perating costs=Unknown(not incluued 
in health costs) 

g)::umber of p·up:ils per 50,800 pop.=7,4SO;Cost of constru.:tion 
$23,989,000;Cost of maintenance, operation, instruction=$8.~14, 
200;dat ~ provided by HEW 

h)Number of pupils per 50,000 pop.=3,350; Cost of construction= 
$17,721,500;Cost of maintenance, operation , instruction= 
~3,738,600;Jata provided by HEW 

i)Number of people served per 50,000 pop .=2,100:300 students 
in 1/2 day shifts:l,SOO adults in night classes; Cost 
of facility=$2,376,000;Cost of instru~tion=$672,000;data 
provided by HEW· 

j)A "most probable" scenario range of T()ad costs to account 
for geographic variation 

k)3,300 families per 10,000 pop."Most probable" scenario 
ranges from an early development pat tern of 2 person 
families per mobile homc(cost=$10,000 or $5,000/capita) 
to later development patterns of 3+pe son families. 
per conventional home(cost =$25,000 o r $8,000/capita) 
with some mobile homes; data provided by a housing 
economist in USDA. 

'· 
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COMPARISON OF OCE REVE~~ SHARING OPTIONS 

IMPACT AID 
fl f2 

·PROGRAMMATIC CRITERIA 

. Timing of sharing: 

$600M 
Targeted Needs 

Program 

- 'Sharing prior to need----------- No 

- Shares enough at time of need---- Yes 

- Cuts off at end of need---~----- Yes 

Size of sharing in relation to need! 

- In total------------------------- tqual 

- At time of need------------ Adequate 

Triggered ~y actual need:----------- Yes 

Targeted to right jurisdictions: 

- Sharing with non-impacted states- No 

- Sharing with potentially 
impacted states----------------- Adequate 

2-1/2% 
Allocation with 
Grants and Loans 

Targeted and 
Limited to Need 

No 

Yes 

Yes 

!qud 

Adequate 

Yes 

No 

Adequate 

IMPACT AID AND FORMULA GRANTS 
TO COASTAL STATES 

13 #4 

lOX Shared in 10?: for Impact 
Proportion to Gran::s plus 5% 

I~:~pacts Royalty to 
(Senator Jackson COC'.Stal 

S.5212 States 

Yes Yes 

Yes Yes 

No No 

8 times 17 times 

Adequate Adequate 

Not required No 

No No 

Adequate Adequate 

IMPACT AID & 
FORHULA 

GRANTS TO 
ALL STATES 

15 

'FORMULA GRANT .• T0 ':0,\~'l'.'J. 

. t:o ALL ST/.'l'P.S 
97 

5% Royalty to 
Co'istal States + 

Targeted Sharing with all Sa::;!' as 1.•6 
Needs + States to Total ? 1 i.!S $ 50').'1 

37-1/2% of 37-1/2% Nat!or.wi<le 
Ro;z:alties !Sec. Morton2 Im2a.::t Fund 

Yes, modest Yes, very large Yes, very 
large 

Yes No Possibly no 

No No No 

12 times 30 times 

Adequate Inadequate 

In part, No 
yes, largely 
no 

Yes, Yes, very large 
significant 

Adequate in 
Adequate total, too 

large in some 
cases 

30 times 

Possibly 
inadequate 

In part, 
yes, largely 
no 

Yes, very 
large 

Adequate in 
total, too 
large in 
some cases 



COMPARISON OF OCS REVENUE SHARING OPTIONS 

IMPACT AID 

.PROGRAMMATIC CRITERIA (Continued) 

- Assurance of receipts by 

$600M 
Targeted Nl!eds 

Program 

impacted localities------------ Yes 

Economic efficiency: 

- Encourages overbuilding------- No 

- Costs put on consumers----------- In part 

- Fufids programs state taxpayers 
might not find worthwhile if 
they had to pay for them-------- Slightly 

Equity: 

- Subsidizes·fltate ta~payer at 
el(pense of Federal--------- No 

- Increases Federal taxpayer 
burden----------------------- Very modestly 

Other Fiscal effects: 

- Improves state and local access 
to capital markets---------- So:ne 

- Exposure of states and localities 
to dsks from expected develop-
ment not taking place------- Some 

• 

#2 

2-1/2% 
Allocation with 
Grants and Loans 

Targeted and 
Limited to Need 

Yes 

No 

In part 

Slightly 

No 

Very modestly 

Some 

Some 

IMPACT AID AND FOR'1ULA GRANTS 
TO COASTAL STATES 

13 14 

10% Shared in 107. for Impact 
Proportion to Grants plus 5% 

Impacts Royalty to 
(Senator Jackson Coastal 

5.521) States 

'lo No 

?ossibly Possibly 

'io No 

~es , to limited 
degree Yes 

fubstantislly Greatly 

Substantially Very much 

No 

No No 

IMPACT AID & 
FOR!iULA 

GRANTS TO 
ALL STATES 

us 

Targeted 
Needs + 

37-1/2% of 
Ro;r:alties 

Yes 

No 

Largely no 

Slightly 

2 

FORl'!ULA GRAl'lTS '!0 COASTAL 
AND ALL STATES 
66 07 

57. Royalty to 
Co:tstal States + 
Sharing with all Same as 06 
States to Total Plus $SOOM 

37-1/2% Nationwide 
~Sec. Morton) ltnESCt Fund 

No Possibly 

Probably Probably 

No No 

Yes, Yes, very 
substantially substantially 

Substantially Greatly Greatly 

Modestly 

Some 

Some 

Very much 

No 

No, if passed 
through 

Very much 

No 

No, if passed 
through 



COMPARISON OF or.s REVENUE SHARING OPTIONS 

IMPACT All) 
fl #2 

PROGRAMMATIC CRITERIA (Continued) 

- Creates revenue sharing 

$600M 
Targeted Ne~ds 

Program 

instabilities or sharp declines-- No 

Administratively complexity:-------- Workable 
criteria 

STRATEGIC CRITERIA 

Coastal opposition: 

- Reduces state political 
opposition----------

• Reduces local politi~al 
oppoai cion·---·-··--··----

- Help resolve onshore siting 
probl~-----------------

- Speeds OCS development by 
improving U.S. legal position----

Environmental opposition: 

Yes, but demand 
for sharing not 
met 

Yes 

Yes, for all 
OCS facilities 

No 

- Reduces environmental political 
opposition------~-- Slightly 

.. 

2-1/2% 
Allocation vit!l 
Grants and 

T11rgeted 
Limited to 

No 

Workable 
criteria 

Loans 
and 
Need 

Yes, but demand 
for sharing not 
met 

Yea 

Yes. for all 
OCS facilities 

No 

Slightly 

IMPACT AID AND FORMULA GRANTS 
TO COASTAL STATES 

#3 #4 

10% Shared in 10% for Impact 
Proportion to Grants plus 5% 

Impacts Royalty to 
(Senator Jackson Coastal 

s. 5212 States 

Severe Severe 

Very vague Vague criteria 
criteria & split 
authority 

Yes Yes 

Not necessarily Not necessarily 

Not necessarily Not necessarily 

No No 

No No, may increase 

IMPACT AID & 
FOR!-!ULA 

GRANTS TO 
ALL STATES 

#5 

Targeted 
Needs + 

37-1/2% of 
R2Ialties 

No 

Workable 
criteria 

Yes 

Yes 

Yes, for all 
ocs 
facilities 

No 

Slightly 

3 

FOR!-rutA GRANt:; !0 COASTAl. 
A.':D ALL STATES 
#6 U7 

5% Royalty to 
Constal States + 
Sharing with all 
States to Total 

37-l/2~ 
~See. Morton) 

Severe 

Simple 
formula 

Yes 

Probably no 

Only for land-
ing facilities 

No 

No, may 
increase 

Sam~ as ;76 
Plu;. $500}1 
N~t1omlide 

ll!l!lact Fund 

Severe 

Workable 
criteria 

Yes 

Not 
necessarily 

Only for 
landing 
facilities 

No 

No, mc.y 
increase 
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COMPARISON OF OCS REVE~~E SHARING OPTIONS 

IMPACT AID 

STRATEGIC CRITERIA (Continued} 

- Speeds OCS development by 

$600M 
Targeted Needs 

Program 

improving U.S. legal position---- No 

Congressional opposition and risks: 

- Raises retroactivity issue------- No 

- Risks additional earmarking for 
other purposes-------------------- Leas t risk 

- Risk of being increased by 
Congress------------------------- Yes, at low 

cost 

- Helps avoid legislation delaying 
OCS development------------------ Possibly 

"Inland views: 

- Acceptable to inland officials--- Yes 

- Type of precedent for inland 
energy impact pr~~~---------- Desirable 

BUD~ETARY CRITERIA 

- Total propol~d 11-year costs----- $0.6B 

- Year of .initial ~!~~---------- 1978 

.. 

#2 

2-li/2% 
Allocation with 
Grants ·and Loans 
Targ~tcd and 

Limited to Need 

No 

No 

Least !risk 

Yes , at low 
cost 

Possibly 

Yes 

·Desirable 

$0.6B 

1978 

IMPACT AID AND FORHULA GRANTS 
TO COASTAL STATES 

113 #4 

10% Shared in 
Proportion to 

Impacts 
(Senator Jackson 

S.521} 

No 

Yes 

• Yes 

Yes, at high 
co·st 

No 

Possibly no 

.Undesirable 

$5.0B 

. 1975 

10% for Impact 
Grants plus 5% 

Royalty to 
Coastal 
States 

No 

Yes 

Yes 

Yes, at high 
cost 

No 

Possibly no 

Undesirable 

$lOB 

1975 

• 

4 

IMPACT AID & 
FORMULA 

GRANTS TO 
ALL STATES 

il5 

FORMULA GRANT£ TO COASTAL 
AND ALL STATES 
tJ6 IJ7 

Targeted 
Needs + 

37-1/.2% of 
Royalties 

No 

5% Royalty to 
Coastal St-ates + 
Sharing with all 
States to Total 

37-1/2% 
(Sec. Morton) 

No 

To a limited Yes 
extent 

To a limited 
extent Yes 

Yes, at high No 
cost 

Possibly Possibly 

Yes Yes 

Possibly Undesirable 
undesirabie 

$7.1B 

1975 

$17.8B 

1975 

Same as t16 
Plus $500l1 
Nationwide 
Impact Fund 

No 

Yes 

Yes 

No 

Possibly 

Yes 

Undesirable 

$17.8B 

1975 



COMPARISON OF OCS REVENUE SHARING OPTIONS 

IMPACT AID 
fl 12 

B~~GETARY CRITERIA· (Continued) 

$600M 
Targeted Needs 

Program 

- Risk of minimum sharing floor---- None 

- Risks of greater OCS sharing 
including for " other purposes-~- Low 

- Potential induced increase in 
costs of meeting coal and 
shale impact problems------------ Small 

• 

2-1/2% 
Allocation with 
Grants and Loans 

Targeted and 
Limited to Need 

None 

Low 

Small 

IMPACT AID AND FO~~A GRANTS 
TO COASTAL STATES 

13 U4 

10% Shared in 
Proportion to 

Impacts 
(Senator Jackson 

S.52l) 

High 

High 

Very large 

10% for Impact 
Grants plus 5% 

Royalty to 
Coastal 
States 

High 

High 

Very large 

IMPACT AID & 
!'ORMULA 

GRA:.TS TO 
ALL STATES 

15 

Targeted 
Needs + 

37-l/2% of 
Royalties 

None 

Probably 
some 

Large 

5 

FORMULA GRA~T.> ro COASTAL 
Am> ALL snr:.:s 
16 ~7 

5% Royalty to 
Co~stal States + 
Sharing with all 
States to Total 

37-l/2% 
(Sec. Morton) 

High 

Probably some 

Very large 

S~:'!',e :ls IJG 
Plus ssoo:t 
Nationwide 
Impact Fund 

High 

High 

Possibly 
large 

• 
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.. 
OPTIOU PAPER 

Sharing Oute!" Ccntir:~nt::.l Shelf ?.~,:~nt:es with St::ttes 

(\ 

An accelerated leasing ~roq!"~~ has be~n initia~ed on ~1e Outer Continental 
Shelf (C~S) to c~en u;; f:-o:-.tie:r- oil and cas pros:;e-.::ts and r.ro•J>ice a badly 
needed st:.,:;ple..;.ent to qc:"'.~stic ons:::,_.=! ~rcd•..lc~ion. Coastal Sta~·"';S are 
troubled ':;j e~~ p:r-ospect of accelerated· le.:J.sing off thei:r- s!1ores because 
they ~o~ld have to bear ~~e br~nt of ce:r-tain costs of cevelop~ent while 
the entire ~:ation recci·v·es the benefit of increased domestic supplies of 
oil: and gas. 

Coastal State concerns about OCS developr.tent involve: 

enviro~ental damages, including possible oil spills 

esthetic impacts 

economic effec·ts, inclucing possiole disorcerly develo,?nent, 
injury to e:dsting industrj, and the bu=C.en of providing ne·,., 
public services. 

To meet these concerns, the Feueral Go·;er:::..":'!ent has already proposed 
increased planni.."'lg r:~oney for the Coastal Zone :-~nag£-'";lent Act, and is 
developin~ ~ ~~~~~ehPnsive Oil Spill Liability bill. 

It has, however, up ~o now opposed providing Coastal States with a share 
of OCS revenues on the grounds t...:,at -

OCS revenues belong to all the Nation, and their revenues should 
benefit all citizens 

a n~er of Federal prog=a~s already exist ~hich provide assistance 
to States in aT.eliorating i=pacts of cevelop~ent 

sharing OCS revem.:es with Coastal States \-.-auld reduce the a'":\Ol.! .. "'lt 
of revenues available to su~90rt o~~e= =~ceral ex?e~ditures ar-d 
require conpensating aC.jus~ent else~here in the Federal budget 

onshore develop~ent ind~ced ~y offshore activities will eve~tually 
provide State ar.d local gcver:.::::e:1ts ~.,.it~ a:1 increased tax base 
to fina;1ce r.ecessar)• p'.lblic .:3.cili ties, so ~~at t~ere t:<ay be no 
need for a long-te~ sha=ing prcgr~. :or ~~~=t aid 

States' rights ~o rewmues f:r-o:n of:s=:ore ninerals leasinq were 
legislatively dGte~in~d in ~~e S~~erq~d L~nd~ Ac~ of 1953 
which g.::.ve St.:1t~s cc::-~l~t':! ~·..;:::-i::.-:ii::~ion o\·cr ~~t:! first tf:.:-ee 
miles of :3.::::=...::: .. .:., __ ._ :--• .:;:.:~.::-*.; ::..?:~l~:-.~ 

' 



sources·of apr-osition to OCS leasing ~re varied, and not all 
might be elL~inated by sharir.g of revcnu~s 

However , there are reasons for reconsidering this position. 

failure to res?Qnd to State co~cerns could solidify opFosition 
which ~ould fOSt?O~e leasing in :rontier OCS areas and delay 
receipt of t=:e ~lat.io:;al :l:e:-. ·fits of accele~ated develo!?me:~t . 

In Federal rcve:1ues alone , ~~e loss in di~coc;nted-value terms 
of even a one-year delay would be about $2 . 9 billion 

there ~BY be a valid need for Federal assistance now that frontier 
OCS areas \•lill i::;e opened . For exa.-:1ple, "front-er:d" money •..:ould 
help State and local gove~~ents begin buildir.g ~ublic facilities 
before OCS develop:-;:e:~ts provide an increased tax base on \\'hich to 
finance such ex~enditures 

the three-mile state jurisdiction is of little revenue value to 
States in fro:1tier areas such as the Atlantic Coast, where oil and 
gas reserves are all located farther offshore 

shared revenues could give Coastal States a financial stake in 
prompt OCS develo~ent 

sharing CCS reve~·1es v:ould be consistent \·:ith various onshore 
sharing prccede:1ts , r.otably t.i:e Eineruls Laasi::.g Act v:hi:::h gives 
affecb-=>d Stntf'<:: 17 1//. percl?nt of Federal leasinq revenues 

Congressional action on shared revenues is possible regardless 
of the A~~nistration position 

There are three general approaches to providing funds to States: 

provide r1one' for ~.~act-a..,~elioration nro;e~ts--tie use of funds 
to specific !·ur:;oses · .. ;n~cn l.!..'1cer~:rit:e costs £aced by States as 
a result of c:s activity 

provide fo:ctt:ta-ba.s.c::d, r:o strir.cs rr..oney to Stutes af=ect~d by 
OCS acti vi ~·:--::-..::!i-:e £:.1:1cs avail<lbl e ·,.;i"!icn are su££icien t 1:0 :~e:ep 

Coastal States fron being worse off on balance as a result: of CCS 
activity, and distribute L~ese revenues gen~rally in accordance 
~ith expected L~pacts, but leave to ti4e States the decision as to 
how to use ~~e ~oney 

oroviCe an "c·.-;nershi~" st~ke in OCS de,,'elo~~nt t!"lroUch a s!"l3re 
o f Fe~1c::-.:ll -::- :,•·-:-.uc:;--dl.st.::i.out.e a pro_s:ort:~on of reve:~ues Wl.t.!-'.out 
direct reg~rc to expected ~?acts , perhaps ~ both inl~~d and 
Coastal States 

2 
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Option I: Coastal State Impact Aid I 

I 
~ 

Description ' 

This option provides funds to coastal States to ameliorate negative impacts 
of ocs development 

- some modest proportion of Federal OCS revenues, would fund grants 
to Coastal States 

- funds would be made available soon enough for 11front-end" costs, 
not delayed until actual offshore production starts 

- grants could be distributed ei~~er by formula based on general 
indices of L~pacts, or by project after a showing of specific 
impacts, or both 

- grants could either require State matching or provide full Federal 
funding, and could be limited to ne€ds not met by existing Federal 
grant programs 

Program Effects 

Favorable: 

- the option would focus specifically on ameliorating onshore impacts 
of OCS development, and reduce them as a barrier to accelerated 
leasing in frontier areas 

the use of grant funds \-lould be ·tied directly to impacts 

- budget outlays \\'ould be modest by comparison ....,i th the other options 
considered 

Onfavol;"able: 

mere amelioration of iw~acts might be insufficient to lead Coastal 
States to accept OCS developnent 

the grants might be op?Qsed on grounds t~~t ocs revenues are a 
National asset and should not be disbursed only to Coastal States 

clear identification and measurement of irnpaets for purposes 
of awarding grants ~ould be ad~inistratively difficult 
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the impact rationale focuses assistance efficiently on future 
impacts but r. .1kcs r.o allowarvre for past i.Inpact:s, 11:hich r..ay seem 
inequitable to States wh2re OCS leasing has already occurred 

the option '1-::)uld not .:Hldz-ess the energy im.f:act concerns of inland 
States, and micht a??· ar to 3i~gle out Coastal States f~r special 
treatment, al t...':ot:.gh i~~r.d States al.r-eady receive 37 1/2 percent 
of Federal r:;:;vcm::es .t:rora minerals leasing ·~i t'ltlin their boundaries 

Three specific var~~nts of this option warrant particmlar attention. 

Option Ia: Formula. Impact Aid 

Descript.ion 

This variant would distribute among Coastal States a fixed percentage of Federal 
OCS revenues without time limit or annual dollar ceiling 

- 10 percent of Federal OCS revenues \I.'Ould be deposited in the impact 
aid fnnd 

alternatively, as in a current congressional. proposal, the fnnd would be 
financed by 10 percent of Federal ocs revenues or 40 cents per barrel of 
oil , whichever is greater, although the strudl:ure of Federal revenues 
(bonus plus royalties) \vould complicate the ~· cents per bax:rel calculat~on 

- grants would be distributed by formula based en general indicators of 
impact 

Progra."n Effects 

Favorable: 

- 10 percent funding as long as Federal revenue:s continued would provide 
a continuing source of funds to meet Coastal State impact needs whenever 
they arose 

- 10 percent funding would be ample to meet cUIXently anticipated needs 
thereby reassuring Coastal States that their impact concerns would be 
sufficiently provided for 

Unfavorable: 

- 10 percent funding might result in distributimg more money than strict 
impact accounting would require 
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Budget Outlays 

Impact aid for Coastal States equal to 10 percent of ~ederal revenues 
would ra.Hge between $141 million and $724 million per year between 1975 
and l98S , based on current p;roductic-n estimates. Re~ue distri~ution by 
State would depend on the project eligibility rules or the distribution 
formula adopted , but if properly adminis-tered would closely approximate 
the distribution of actual impacts. Here detailed projections of the budget 
outlays under this option and those that follow are pmovided in the 
attached tables. 

Option Ib: Targeted Im?act Aid 

Description 

This variation \vould provide impact aid to Coastal States under terms that 
would link the aid directly to the alleviation of neqative impacts : 

- the fund would be limited to a total of $600 Dillion to be 
built up from bonus receipts at $100 million per year 

- aid to impacted communities for public capital investment would 
be made in the form of 50 percent grant and 5D percent loan funds 

- the balance of the fund not spent on actual , demonstrated impacts 
would revert to the Treasury after 15 years. 

Program Effects 

Favorable: 

the timing and jurisdictions receiving aid \>loold be directly tied 
to impacts 

- the loan feature would reduce the likelihood cf overbuilding public 
facilities 

- the aid would be cut off after 15 years, whid should be ample time 
to meet impact needs 

Unfavorable : 

- clear identification and measurer.1ent of impactts for purposes of 
awarding grants would require complex eligibility criteria and 
administrative review 

- grant amounts might appear to Coastal States no make inadequate 
provision for their anticipated neeus 
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Budget Outlays 

Impact aid under this variation of Option I \vould be limited to $100 million 
annually or less. The distribution by state would depend on the distribution 
·of demonstrated impacts . 

Option Ic: Combination Irnpa·ct Aid 

Dcscriotion 

Under this variation of Option I, funds would be allocated to Coastal States 
by formula but allocated funds would be paid out only for demonstrated need. 

- the fund \vould be built by a deposit of 2 1/2 percent of annual 
OCS lease revenues for a period of 10 years 

- revenues in the fund \vould be allocated to r..he 22 Coastal States by 
formula , giving an equal share to each state 

- aid payments would be made to states out of this allocation when 
triggered by a showing of need 

- aid payments would be available as grants and loans 

- the balance of funds not expended on need would revert to the 
Treasury after 15 years. 

Progr.::.r.1 Effects 

Favorable: 

- equal shares ,.,ould provide more aid per cap.i ta to the less populous 
states , where impacts could be more pronounced 

formula aid would determine , in an administr~tively easy way , the maximt~ 
amoun.t a state could get 

Unfavorable: 

- equal sharing by Coastal States could l ead to a misallocation of 
resources because of impacts in rural areas of large , populous states 

Budqet Outlavs 

The outlays under Option Ic , as projected by OMB , would reach $100 million a 
year , totalling $600 million . At 2 1/2 percent of OCS revenues, $1 , 120 million 
would be available if needs exceeded that projection. 
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~ion II: Coastal State LM.cact Aid and Proc~ction Shares 

Descriotion 

In a~.1ition to t.'le impact grants of O,?tion I a, this option includes 
pa7~ent to Co3stal States of 5 perce~~ of the value of OCS oil and gas 
which is brought c~shore wiL'Iin t.~eir boundaries. 

the 5 percen_ share of the value of oil and gas would be 
approxi:::atel:' ec:ual to ·n l/2 percent of the oini.':lt.:.:•t allm;able 
OCS roya1 t:'.f; th-:;s set~i:1g production .shares at 5 perce:-~t \vould 
assure that tr.Qse shares ne\•er constituted a higher pro2ortion 
of Federal OCS revenues than t.~e proportion of leasing revenues 
currently paid to States for onshore ~inerals 

basing t.~e paynent on the value cf oil and gas rat.'1er than on 
the Federal roy~ty incc~e itself is intended to prevent the 
level of royal ~ies frc::-, !:ecc~ing a pol.:.. tical issue, and retain 
needed flexibility in financial te~s for leases 

the base for figuring t~e 5 percent pa)~ents could be limited, 
if desireJ, to "new oil" only, or to prociu::tion above the level 
of a base period, say 1974 

Progra~:~ Effects 

Favorable: 

the 5 percent production share adds to the front-end program of 
Option I a continuing source of fands for the effects of bringing 
OCS oil ashore 

ma~ing paynents dependent on ~~ing oil ashore would give the 
States an increased stake in OCS cevelop~ent off their shores, 
while it still targets pa}nents on the areas which would feel 
impacts 

Unfavorable: 

like Option I, L~is Option is s~ject to ~~e. objection that 
revenues f.r-o.1 ., National resource ...,·ould be distributed only to 
selected States 

- outlays W1der this Option would be s~stantially greater than 
under Option I 
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Budget 0'.ltlays 

This Option would add to t.~e costs of Option Ia an amount equal to 5 
percent of the value of oil prodt:c~d, or bet'..Jeen S240 nillion and 
$834 :~illion per year over. the ye~~s 1975 to 1985. The total 2C~~unt 
shared ~ou1d reach $1112 million per year by the end of the period 

2J?tion III: Coastal State Production Shares olus Nationallv Shared 
Revenues 

Descriotion 

This Option would combine the 5 percent Coastal State production shares 
of Option II with an additional sharing of Federal OCS revenues vli th all 
States. 

·the additional National sharing would be 37 1/2 percent of all 
Federal OCS revcn'.les minus the 5 percent Coastal State production 
share. Thus, to tal revenues shared in the t_-,.;o parts of the 
program v;ould amount 'tO 37 1/2 percent of all Federal OCS 
revenues, the sa.,.-r,e pro!_X)rtion that is now shared with States in 
onshore leasing progra..~ 

the National shares could be distributed ~~ng States on ~ per 
capita basis , 0r by the General Revenue Sharing fornula. The 
per capita basis e~?hasizes e1e idea tha't ocs reser:es belong to 
all citizens, while th~ G~neral Revenue Sharir.g fo1~ula makes use 
of an existing ~e~~od for distributing F~deral fu~ds to States , 
although t.~at ffiethod could itself become a source of controversy 
in the future 

Program Effects 

tJ Favorable: 

this Option would extend a direct financial stake in OCS leasing 
and production to inland as well as Coastal States 

it would provide sone front-end ~oney to Coastal States th=ough 
their National sha:--e, which Hould b2co~e a\•ailable to the!n Hell 
before the 5 percent pa}-.:1c!1ts started as oil v:as brot:.ght onshore 

shared revenues \·:culd l:e of m.:1xku:r.l value to States since t11ey 
¥."0uld no!: :t.e '::iecl to a:-.j· _t:.J.rt!.cular us t• ..!..~j could be applied .:1s 
States S..ll.,. fit 
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the Option would feature a set of sharing formulas "V;hich, once 
established, would be relative~y easy to a~~inizter 

Unfavorable: 

it would use a substantial a~o~~t of Federal funds, perhaps 
more than strictly necessar:r to encourar;·e prompt CCS de\·2lopment 

- it would not recognize any special front-en~ rroney needs of 
OCS-affected Coastzd States, but '.·;ould give t...'"lc.!n only the same 
National share as other States until their 5 percent production 
share beca~e available 

it v:ould not require that money shared with Coastal States be 
used b~{ thera to ar.eliorate inpacts, which could ,.;ork against 
the Federal interest in s~ooth development bot..~ on and offshore 
and might not satisfy the L~pact concerns of some particular 
groups who could still delay leasL~g 

it would result in a variable, and to a degree, unpredictable 
flow of funds to States, since OCS bonus revenues fluctuate 

·considerably fron sale to sale, t..."'lo;;gh by averaging over nore 
than one year ~'"lis problem can be elL~inated 

Budget Outlavs 

This Option would distribute 37 1/2 percent of all Federal OCS revP.nll~S 
to Stat s, or bet'.·:f'en $530 million and $2717 million per year over the 
perioa 1975 to 1985. The 5 percent coastal production share of L~is 
total would be $240 million to $834 ~illion Fer year. The r~~inder to 
be distributed a~ong all States would amo~~t to bet~een $106 million and 
$2344 million per year. 

Option IV: Co~st~l State Production Shares, Nationally Shared Revenues, 
and Nation~·:ice E::-:ergv .:::::-,;:;ace ~\id 

Descriotion 

This Option cc!:lbines t.~e 5 percent production shares and the 37 1/2 percent 
nationally shared revenues of Option III \-lith a pr~rarn of im;>act aid like 
that in Option I but available to all States to meet the front-end costs 
of energy devclor:ment, both o.ff and onshore. 

- the total a.r:'.Ount paid out .,..·ould equal 37 1/2 percent of oe,s.
revenues, as in O'otion III, but this su.-:t would be divi.d...£. ~nrc~ . ~ 
ways: 5 Ferccnt of ~~e value of the oil to Ccastal St~t~s , un 
to $500 mil.lion (or a like a~o"..Int ) for a natiomdde i~::\1~t gr;nt. 
f ''"'a' ~.,d ._.,,, r • ...,.,: .. ,.;c- ot· _~,..., 37 l/..., ''"'"",..,..._ ... ;- r '' .. · ..., .... ., - )I 
c:~i~"~r ;~~cr~l~;{~~c~uc Si~~~ihg di~t;ib~;i~n- l •• ad~.}<~· 

9 

' 



front-end grants would be available to all States on a project 
or formula basis for all types of energy-related impacts · 

grants could be lL~ited to needs not net by existing Federal 
grant progra'ls 

\ 

Progra.rn Effects 

Favorable: 

this Option has the advantages of Option III, plus t..~e beneficial 
~ffects of impact-related front-end money for all States 

it ~uuld treat all energy-related impacts consistently, wit..~out 
singling out OCS L~pacts for special consideration 

it ~uuld use OCS revenues, which are substantial, to ameliorate 
energy impacts inland where needs rr.ay also be sisnificant 

- it permits taking advantage of the good features of boti1 project 
assistance and no-scrir.gs-attached revenue sharing 

- it addresses expressea concerns of Hcstern States about front-er.d 
energy develor:::-.ent costs, and encouragi'!s the:u to undertake energy 
uc-velOJ::"'··"-'l•tS .:;,f ~;rJ.tionu.l intcrc~t 

Unfavorable: 

the t.llni.ng of the flow o_f OCS revenues into t..l-te nationwide impadt 
aid fund would bear r.o necessary relatior.ship to the d~~ands on 
that f~~d frcm inland energy development activities 

the impact aid fund \.;auld have the sar~e ac'..ninist:t:ative problems 
as the fu."ld in Option I, b'..lt on a larger, nationwide scale 

combining all ~~ree elaT.ents in one proposal may rr~ke it too 
complex to be appealing 

Budget Outlays 

The total amount to be shared ·-rith States would be identical to 
Option III. The only diffcre:1ce \.;ould te that so~e percent of Federal 
revenues, perhaps up to a ceili;-.g such as $500 nil!icn per year, \<>auld 
be ear.:urked for St:t't:C''.:i eX?erie:-.cir.g C!1'3rgy d~velc:;:::e:1t .:.n:;?acts . An 
impact ft.:...'1a of 10 !)crc0nt of :;-,.::._ral revc:1ue U:J to $500 nillion per year 
""'uld 1 ·'.:..':.::! bet:,; _cn $0 .::!nd Sl s ..;.; ::lillian pe r y~ ... :.r £or t:3 tio~3lly shar"'d 
revenues. 
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Table 1 

PROJECTIO::s OF ccs PRooucrrc~t, VALUE A!':D F.:::DERJIL RSVENUES 

Value of Oil Federal Revenues 
Oil Productic:l Production (ni llior..s of doll3rs) 

ti (millior.s of (millions of 
Year barrels) dollars) Bonus Rovaltv (16-2/3!!) Tot-31 ---
1975 447 $ 4,792 $6,000 799 $6,799 
1976 476 5,103 6,000 851 6,851 
1977 506 5,424 6,000 904 6,~04 

1978 601 6,443 6,000 1,074 7,074 
1979 696 7,461 6,000 1,244 7,244 
1980 791 8,480 1,413 1,413 
1981 944 10,120 1,687 1,687 
1982 1,097 11,760 1,960 1,960 
1983 1,250 13,400 2,234 2,234 
1984 1,403 15,0~0 2,507 2,507 
1985 1,557 16,691 2,782 2,782 

Assumptions: 

1. Production at levels corresponding to Project Indene~dence Renort. 

2: Oil priced a.h $8 ,::er barrel and gas priced at $0.7"0 pe:::- thousand 
cubic feet, gi~.·.i::g a total value 1. 34 times the value of oil 
production. 

3. 16-2/3 percent royalty collected on all production fro!':l Federal 
OCS lands. 

·. 
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Tabla 2 
f.t 

SUHHMRY OF PAYMENTS TO STATI:S tJNDER FOUR OPTIONS 
(millions of dollars) 

Option I a Option II 0Etion III OJ2tiOn IV 
Couztal Coastal Pro- Pro- Pro- Nu.tionwide 
Stv. tc State duction duction Nt:ttional duction Energy Nu.tional 

et:tr I:nn.1 c t Aid Impact Aid Shares Total Shares Shares Total Shnrcs Impact Aid Sh.:-tr·~s 

975 680 680 240 920 240 2310 2550 240 500 1810 
976 6!35 685 255 940 255 2314 2569 255 500 1014 
977 630 690 ....... 961 271 2318 2589 271 500 1818 ,,J. 
978 707 707 322 1029 322 2331 2653 322 500 1U31 
!J79 724 724 373 1097 373 2344 2717 373 500 1 0·14 
980 1 111 1'il 42'1 565 424 106 530 424 lOG 
9 il 169 169 506 675 506 127 633 506 127 
O'J2 196 196 588 704 508 147 735 588 147 
983 223 223 670 893 670 168 838 670 l60 
984 251 251 752 1003 752 188 910 752 188 --
985 278 • 278 834 1112 834 209 1043 834 209 

cfinition of options: 

•ption Ia 

lption 

1ption 

Coastal State .Impact Aid at 10 percent of F~deral ocs revenues. 

CeQnt~l State Impact ~id ~t lO p~rcont of F~der"l ocs rovonuos. 
Cou.stal State Production Shares equal to 5 percent of the value of oil landed in each State. 

-~u£o~stal State Production Shares equal to 5 percent of the value of oil landed in each State. 
Na Nonal Shares to all States equal to 37.5 percent of ocs revenues less 5 percent of the value 
of <I>il landed. 

c,.. 

·- ~bstal State Production Shares equal to 5 percent of the value of oil landed in each State. 
Nationwide Energy Impact Aid equal to 10% of OCS revenues not to exceed $500 million per year. 
National Shares to all States equal to 37.5 percent of OCS revenues less 5 percent of the value 
of oil landed and less 10% of OCS revenues not to exceed $500 million per year (no neg«tive 
payments to States) • 

• 

Total 

2550 
2569 
2589 
2653 
2717 , 

530 
633 
735 
838 
940 

1043 



Table 3 

SUNHARY OF PAYHE'l't"'TS UNDER VARIANTS OF OPTIO:J I 

Option !a Option Ib* Option 

1975 680 
1976 685 
1977 690 
1978 707 50 50 
1979 724 50 50 
1980 141 100 100 
1981 169 100 100 
1982 196 100 100 
1983 223 100 100 
1984 251 100 100 
1985 278 

*Note: Payments for Options Ib and Ic are limited to O~ffi projection 
of $600 million in expected impacts. Option Ib would have 
$600 million available l·71.ereas Option IIb would have a 
total of $1120 million. 

Ic* 
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/ Table 4 

SUH:·iARY OF STATES' A!-:D FEDE?.AL 
SHARES m:!)E~ FOC~ C?TIC!~ 

(millions of dollars) 

OPTI0~1 I CPTIO~l II OPTIO~·lS III & !lJ 
'i'otal 

Federal OCS States' Fe:!eral ·States' Federal States' Federal 
•Year Revenu ~ s Share s~:re Share Share Share f!:~re 
r-

1Q75 6799 680 6119 920 5879 2550 4249 
1976 6851 685 6166 940 5911 2569 4232 
1977 6904 690 6214 961 5943 2589 4315 
1978 7074 707 6367 1029 6045 2653 4421 
1979 7244 724 6520 1097 6147 2717 4527 
1980 1413 141 1272 565 848 530 883 
1981 1687 169 1518 675 1012 633 1054 
1982 1960 196 1764 784 1176 735 1225 
1983 2234 223 2011 893 1341 838 1396 
1984 2507 251 2256 1003 1504 940 1567 
1985 2782 278 2504 1112 1607 1043 1739 

, 
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Table 5 

lU:GI0:4AL DIST.RI3UTIO~ OF 
PRODUCTIC:i s;.t:..RE 

(millior.s of dollars) 

~ 

Total ocs Produ~tio-:1 

• Year Total Gulf of ~.;.~:<ico .Pacific Alaska Atlantic 

·t974 224 215 9 0 0 
1975 240 226 14 0 0 
1976 255 235 20 0 0 
1977 271 247 24 0 0 
1978 325 267 48 0 10 
1979 373 287 67 0 19 
1980 419 305 89 0 25 
1981 505 334 116 15 40 
1982 589 359 147 24 59 
1983 670 382 174 40 74 
1984 752 406 203 53 90 
1985 844 434 234 67 109 

OCS Produc tion l'J:::ove 1974 Levels Onlv 

... .. . Tv L:a.l Gul:: of :.1-.:< i.c:o ra:;ific 1'1lu~ku 
,.,_, __ ... :_ 

.&.\.!Cl.J.. •• '--L'"'-' 4 ""'"_,_,_ 

1974 0. 0 0 0 0 
1975 16 11 s· 0 0 
1976 31 20 . 11 0 0 
1977 47 32 15 0 0 
1978 101 52 39 0 10 
1979 149 72 58 0 19 
1980 195 90 80 0 25 
1981 281 119 107 15 40 
1982 365 144 138 24 59 
1983 446 167 165 40 74 
1984 528 191 194 53 90 
1985 620 219 225 67 109 

' 
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Table 6 

DISTRIBU'l'IO~l OE'0 .F\TIIJ:;i\L P.EVE~n.;=: SfL\R£S 
DY STATES (OPTION III) 

1975 
A!":\Ount by 

Share by General 
Arrcunt by General Reven'..le 

Share by Pop'..llation Revenue Sharing 
Population (millions of Shari."'1g (millions of 

~ State (percc:-:t) ~oll~rs) (Ferce:1t) __qollars) 

Alabama 1.686 39.058 1.601 37.084 
Alas}:a 0.157 3.642 0. 4-1 3.332 
Arizona 0.981 22.713 l.L:20 23.634 
Arkansas 0.971 22.481 1.039 24.063 
California 9.817 227.361 10.355 239.833 
Colorado 1.161 26.896 1.(:84 25.099 
Connecticut 1.466 33.948 1.346 31.176 
Delaware 0.274 6.357 0.302 6.997 
D.C. 0.355 8.233 0.422 9.772 
Florida 3.659 84.738 3.134 72.5S7 
Georgia 2.281 52.820 2-0~7 48.336 
Hawaii 0.396 9.182 0.4..1'7 10.115 
T~-.hn n ~F-7 R 4C)R o.~.l) C).) 57 

Illinois 5.354 124.005 5.019 117.632 
Indiana 2.533 58.670 2.0.33 47 .090 
Iowa 1.384 32.050 1.324 30.666 
Kansas 1.086 25.152 0.922 21.350 
Kentucky 1.593 36.884 1.627 37.680 
Louisiana 1.794 41.541 2.166 50.157 
Maine 0.490 11.345 0.634 14.685 
r.-.aryland 1.939 41.918 1~937 46.013 
MD.ssachusctts 2.772 64.210 3.256 75.420 
Michigan 4.310 99.813 4.203 97.337 
Minnesota 1.857 43.009 2.®36 48.535 
Mississippi 1.087 25.174 1.-fl'ZO 34.045 
!-1issouri 2.267 52.500 l.S23 44.538 
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State 

J.~ntana 

Nebraska 
Nevada 
Ne\>l Hampshire 
Nm<T Jersey 
Ne;-l Hexico 
New York 
North C~rolina 
North Dakota 
Ohio 
Okl.ahoi!'a 
Orr>gnn 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
Texas 
Utah 
Vennont 
Virginia 
Hashi.ngton 
West Virginia 
Wisconsin 
liY?ming 

Table 6 
(continued) 

DISTRIBt.JTICN OF NNI'ImlAL RE'.S~ 1UE SIL-\RES 
BY STi'.TE::- (O?TIO~l III) 

Share by 
Population 

(perce:1t) 

0.344 
0.735 
0.261 
0.377 
3.508 
0.527 
8.704 
2.513 
0.305 
5.114 
1.269 
l.OnO 
5.672 
0.464 
1.299 
0.326 
1.966 
5.620 
0.551 
0. ;~:;n 
2.293 
1.634 
0.1355 
2.1.77 
0.1.68 

)975 

Amount by 
Population 

(millions of 
collars} 

7.957 
1.7.018 

6.048 
8.730 

81.239 
12.206 

201.580 
58.195 

7.063 
118.432 

29.390 
24.l)Sn 

131.355 
10.738 
30.085 

7.560 
45.536 

130.164 
12.769 

5.121 
53.096 
37.844 
19.799 
50.425 
3.896 

Share by 
General 
Revenue 
Sharing 

(oerccnt) 

0.369 
0.668 
0.231 
0.315 
3.133 
0.628 

11.340 
2.432 
0.306 
4.082 
1.106 
1.01):::> 

5.321 
0.433 
1.407 
0.400 
1.861 
4.853 
0.590 
0.309 
2.015 
1.458 
0.905 
2 . 545 
0.158 

I 

Amount by 
General 
Revenue 
Sharing 

(millions of 
dollars) 

8.535 
15.464 

5.353 
7.291 

72. 5•19 
14.537 

262.641 
56.310 

7.083 
94.54 2 
25.609 
?4.~t;7 

123.233 
10.032 
32.587 

9.255 
43.093 

112.403 
13.664 

7.145 
46.663 
33.764 
20.966 
58.934 
3.656 
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